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Auditing Procedures Report

\ssued under PA, 2 of 1868, 25 amended and P.A. 71 & 1918, as amendad.

Local Linit of Govemment Type Local LUnit Name County
ClCounty Hcity [Otwp [vilage  [Other City of Orchard Lake Village Oakland
Flzeal Year End Gplnlon Date Date Auddl Repert Submitted 1o Stala

June 30, 2006 August 16, 2006 November 3, 2006
We affim that:

\We are certified public ascountants lleensed to practica in Michigan.

We further affimm the following material, “no” responses have been distlosed in the financial statements, inciuding the notes, or In the
Management Letter {repart of comments and recommendations).
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Check each applicable box below. (See thatructions for further detail.)

All required component units/funds/agencies of the local unit are incdluded in the financlal statements and/or disclosed in the
reporting entity notes to the financial statements as necessary.

There are no accumulated deficits in one or mare of this unit's unreserved fund balances/unrestricted net assets
{P.A. 275 of 1980) or the local unit has not exceaded its budget for expenditures.

The local unit is in compliance with the Uniform Chart of Accounts issved by the Deparfrment of Treasury.
The local unit has adopted a budget for all required funds.

A public hearing on the budget was hield in accordance with State statute.

The local unit has not viglated the Municipal Finance Act, an order issued under the Emergency Municipal Loan Act, or
other guidance as issued by the, Local Audit and Finance Divisian,

The local unit has not been delinquent in distributing tax revenues that were collacied for another taxing unit.
The local unit only holds deposits/investiments that comply with statutory requirements.

The local unit has no ilegal or unauthorized expenditures that came to our attention as defined in the Bulletin for
Audits of Lacal Units of Government In Michigan, as revised (see Appendix H of Bulletin).

There are no Indications of defaleation, fraud or embezziement, which came to our attention during the course of our audit
that have not been previously communicated to the Local Audit and Finance Division (LAFD). [ there is such activity that has
not been communicated, please submit a separate report under separate cover,

Tha local unit is free of repeated comments from previous years.
The audit opinion is UNQUALIFIED.

The local unit has complied with GASB 34 or GASE 34 as modified by MCGAA Staterment #7 and other generally
accepied accounting principles (GAAF).

The board or council approves all invoices prior to payment as required by charter or statute,
To our knowledge, bank racaonciliations that were reviewed were performed timely.

If 2 local unit of government (autharities and commissions included) is operating within the boundaries of the audited entity and is net
included in this or any other audit report, nor do thay obtain a stand-alone audit, please enclose the name(s), address(es), and a
description(s) of the authority andfor commisslon.

I, the undersigned, certify that this statement is complete and accurate in all respects.

Wa have enclosed the following: Enclosed | Mot Required {enter a brisf justificallon)

Financial Statements

The letter of Commenis and Recommendations

Cther (Describe) D

terlfied Publls Accourtant (Flm Name) Telephone Number

Japz & Knight, P.L.C. 248-646-9666

Sirect Address City State Zlp

300 East Long Lake Road, Suite 360 Bloomfield Hills MI | 48304-2377

Aunorzing GPA Slgnalune Printed MName Licensa Number
VA m. A | om x. Foster 1101016537
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[NDEPENDENT AUDITOR'S REPQR

Members of the Councll
City of Orchard Lake Village
Oak land County, Michigan

We have audited the accompanylng financial statements of the governmental activities, the business-type
activities, each major fund, and the apgregate remaining fund informatlon of City of Orchard Lake Villags, Michigan,
as of and for the year ended June 30, 2008, which collactively comprige the GCity's basic financial statements as
llsted in the table of contents. These financial statements are the responsibility of City of Orchard Lake Village,
Michigan, management, Our responzibility is to express opinlons on these financial statements based on our audit.

We conducted our audlt In accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and parform the audit to obtain reasonable assurance about whether the
financial statements are frae of material misstatememt. Anm audlt includes examining, on a test basis, evidence
supporting the amounts and disclesures In the financial statements. An audit also includes assessing the accounting
principlas used and significant egtimates made by management, as well as evaluating tha overall financial statement
presentation. We believe that our audit provides a reasonable basls for our opinions.

in aur eplnlen, the financial statements referred to above preszent fairly, In all material respects, the
respactive financial position of the gpovernmental activities, the busimess-type activities, sach majer fund, and the
aggregate remaining fund Information of the Gity of Orchard lake Village, Michigan, as of June 30, 2006 and the
respactive changes in financial position and cash flows, where applicable, thereof for the year then ended in
conformity With seceounting principles generally aceepted in tha United States of America.

The management's dlscusslon and analysis and hudgetary comparison information as identified in the table
of contents, are not a reguired part of the basle flmancial statements but ara supplementary information required by
accounting principles gemarally accepted in the United States of America. We have applied certain limited procedures,
which canslsted principally of inguiries of management regarding the methods of measurement and presentatlon of the
required supplementary [nformation. However, we did not audlt the information and express no opinion an it.

Our audit was conducted for tha purposa of ferming opinions en tha flnancial statements that eollectively
comprise the Gity af Orehard Lake Village, Michigan basie financial statements. The combining and individual normajer
fund financial statements are presented for purposes of additional analysis and are not a required part of the basic
financial statements. The combining and individual mermajer fund financial statements have been subjected to tha
audlting procedures applied in the audlt of the basic financial statements and, n our opinion, ara falrly stated in
all material respects In rolation to the basic financlal statements taken as a whole.

Very truly yours,

M &L%,Af_c_

Cartifiad Public Accountants

Bleomfiald Hills, Michiogan

August 16, 2006
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MANAGENENT'S DISCUSSI0N AND ANALYSIS

The City of Orchard Lake Village's (the Gity) management's discussion and analysls is designed to aszist the reader
in focusing on significant finamclal lssues, provide an ovarview of the City's financial activity, identify changses
in the Gity's fimancia! position (its ablllty te address ‘the next and subsequent years' challenges), identify
glgnificant variances frem the approved budget, and identify individual fund issues or concerns.

Using_thiz Annual Report

The Gity's annual report consists of a series of financial statements. The Statement of Net Assets and the Statement
of Activities provide information about the activities of the City as a whole and present 2 longer-term view of the
Gity's finances. Fund firancial statements tell how these services were finaneed in the short-term, as well as What
remains for future spending. Fund financial statements alse report the City's operatlons in more detail than
government-wida Tinancial statements.

Govarnment-Wi Financlal Statements

The government-wide flnamcial statements conslst of the Statement of Net Assets and Statement of Activities. They are
designad to be corporate-like In that all gevernmental and business-type funds are consolldated into cojumns which
add to a total Tor the primary govermment. These statements Include all assets and fiabilitias uslng the accrual

basis of accounting. All of the current year's revenues and expenses are also taken into account ragardliess of
timing of cash being paid or recelved.

Tha Clty as a Whole

Net Assets = The Gity's comblned net assets wera $14,701,642 at the cloze of the year ended June 30,
represents an increase of $1,112,283 or a 8% increase frem 2 year ago. Az we leok at governmantal activities
separately from the business-type activities, we can see that the governmental astivitles net assets increased
$302,588. This increase was primarily the result of assets heing capitalized that will be expensed as depreciation
over their useful lives and princlpal paid on long term debt. The business-type activity had an increase of $808,746
in nmet assets. A large part of thiz inerease was from debt charges for sewer construction. The revenus from these
charges are recognized in the current year but the cost will pbe spread over the |ife of the sewer Zystem as
depreciation.

2006. This

The following table reflects the condensed Statement of Net Assets for the years ended Jume 30, 2006 and 2005:

Table 1
Statement of Net Azssets

Govarnmental Activities Buziness=Type Activity Total
2006 2005 2006 2005 2006 2008
ASSET3
Current and other assets £ 1,872,370 % 1,993,001 § 3,718,558 & 3,655,141 % 5,600,928 § 5,648,142
Capital asgets, het 6,145,128 5,954, 361 16,812,805 _17.353,256 _722.957.983 _23,307 617
Total assets $ 6,017,498 $.7.947,362 §20,531.963 §21.008,897 $28.048,861 $26,955.759
LIABILITIES AND NET ASSEVS
Current and othar liabilities $ 260,461 $ 272,862 § 140,731 5 95,128 % 401,192 & 357,980
Long term debt outstandling 2. 165 000 2,985,000 11,281,028 _12.623 410 _1 028 15 008, 410
Total liabilitlas $ 2,405 461 $ 2,657,862 §11,421,759 $12,708 538 613,047,200 $15,366.400
Nat assetis:
Invested in capital assets, net of
related debt 3,980,128 3,569,361 5,630,083 4,725,846 2,610,211 8,209,207
Hestricted 261, 233 a7s,717 238,551 224, 809 499,784 600,526
Unrestricted 1,350,677 1,344 422 3,940,970 3,345,204 4,581 647 4,689, 626
Total net assets § 5,592 038 5.28 $ 9.109,.604 B 89 514,701,642 513,585 358
Total liabilities and net assets § B, 017 488 5 7,947 3682 $20 531, 367 B,.397 $P8 548 BE1 §24,955.759
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Unrestricted net assets are net assets that can be used to flnance day to day oparations. Restricted net assets of
the Gity totaled $499,784, These net assets have limitations on their use that were Imposed by restrictions such as
enabling legislation, grant or bond covenants. The lnvestment in capital aszets represents the Gity's capital assets
that provide services to citizens, accordingly, these assets are not available for future spending.

The following table shows the changes in net assats for the years endaed June 30, 2006 amd 2005:

Table 2
Changes in Net Assets

Governmantal Agtivities Businesz-Typa Actlvity Total
2008 2005 2008 20058 2008 2005

Program ravenue:
Charges for sarvices & 281,796 % 388,928 § 967,060 35 g62, 971 % 1,276,856 § 1,251,899
QOperating grants and contributions 170,524 195,774 170,524 195,774
Capital grants and contributions 7,188 13,962 351,046 414,018 358,244 427,978

General ravenue:
Property taxes 2,113,381 2,011,724 1,122,263 1,080,863 3,235,644 3,102,587
State shared revenue 17%9, 847 160,311 17%,847 180,311
Intarest income 104,890 56,787 180,382 140,123 285, 282 186,910
Franchize feas a8, 84 35, 060 38,841 35,060
Sale of fixed assets 1,577 3,852 1577 3,652
Total ravenue $ 2,888,084 & 2,696,399 % 2,850,761 § 2,507,978 % 5,548,815 % 5,304,372

FProgram expenses;
Genera| government 447,506 452,999 447,508 452, 599
Public safety 1,323,330 1,287,918 1,823,330 1,287,918
Public works 552,837 530,532 552, 837 530,532
Gommunity and economic development 30,117 12,3876 30,117 12,376
Health and welfara 8,000 8,000 8,000 8,000
Gulture and recreation 131,354 114,814 131,354 114,814
Interest on long term debt 102,374 115,182 102,374 115,182
Sawer 1.841 Q16 1,501,007 1,841,016 1,901,007
Total program axXpenses % 2 505518 % 2 6¢1 B20 % _1,R41 018 1,90 7 & 4,486,534 % 4,422 827
Incresasa in net assets $ 902,538 § A64,670 § 209,746 § B0G,966 % 1,112,203 & 971,546
Net assets - beginning of year 5,288 500 4,024, 821 5,299,859 7.6882 802 13 5486 35% 12,617,813
Mat assetz - end of year $.5.592,08F § 5,989,500 § 9,100,604 $ 8209850 314,701,642 $13.560 359

As shown in the above table total revenues were approximately $5.5 mllllen, of which 58% was obtained from property
taxes, 23% for fees charged for services and 3% for state shared revenues. Total expenses were appreximately %$4.4
million, of which 20% was for public safety, 12% for publle works and 42% for sewer.

Business Type Activities

The Gity's business-type activities consists of the Sewer and Water Fund. The Gity provides sewer and water szervice
ta appreximately 900 water unity and approximatiely 1,100 sewar units.

The _Ci Funds

The anzlysls of the Gity's major funds begins on page 9, following the government-wida financial statements. The fund
financial statements provide detail information about the most significanmt funds, not the City as a whole, The City
Counci| c¢reates funds to help manage money for specific purpuses as well as to show accountability for certain
activities, such as gpecial property tax millages. The Gity's major funds for 2006 include the Genaral Fund, Major
Aoad Fund, Local Road Fund, and the Dabt Bervice Pund.

The Generz| Fumd [= the main operating fund of the Gity. Total revenues far the year were approximately $2,075,600.
Of thls revenue, 91% was from property taxes, and 9% was from state sources. Total expenditures for the year were
approximately $1,961,000. Of these expenditures, 44% was for public safety, 14% was for public works, and 17% was for
general gavernment. At June 30, 2006 the unreserved fund balance of $948,024 represented 48% of the total General
Fund expanditures for the year.

it
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The City Funds_({gcontinuged)

The Major Road Fund accounts for the repalrs, maintenance and congtruetlon of all City major streetz. The fund
balance of this fund at Juna 30, 2006 was $2,273.

The Local Road Fund aceounts for repairs, maintensnce and ¢emstruction of all City local streets. The fund balance of
this fund at Jume 3G, 2006 was $176,287

The bebt Sarvice Fund is used to acecount for the accumulation of resources for, and the payment of, general long-term
debt principal, interest and related costs. The fund balance of this fund at June 30, 2006 was $(297).

General Fund Budgetary Highlights

Over the courze of the year, the Clty Council amended the budgat to take into account events during the year. State
revenue sharing was amendad to reflect reduced distributions from tha State of Michigan, Cabla T.V. revenus, fines
and reimbursements were amended to refleet increases. Restrlcted sanctuary contrlbutions and related expenditures
wera amanded to reflect an inerease in contributions. Green Vision reverue and related expenditures were decreased to
reflect related astivity. Interest on investments was increased to reflect rising interest rates. FPlanner feas ware
amended faor master plan updatesz and various new ordinances.

Total revenues were approXimately 57,800 above budgeted amounts. Total expendltures were approximately $50,800 below
budgeted amounts.

Capital t and Debt Adminis ion

At the end of June 30, 2006, the City had 522,957,933 invested in & broad range of capital assets (mat of accumulated
depreciation), in¢luding buildings, equipment, reads, and sewer and water lines.

Ma]or expenditures for capital assets during the year includea the following.
1. PRoad improvemants - $262,120;
2. Computer equipment - $4,359;
3. Police equipment - 513,227,
4, Building improvement - $8,922,
Long=Term Debt

The Gity's total indebtedness at June 30, 2006 was %13,446,028. The Gity maintains an "A" rating from Standard &
Ponr's. Additional information on the City's lomg-term debt can be found in Note F.

Economle Factors gnd Newt Year's Budpgetg and RAates
The Clty's 2007 budget was prepared using varlous econamic factors as feollaows:
Ravenues:

Property tax rates for 2007 are as follows:

2007 2006
Mills Mills
Leviad Levied
Oparations:
General operaticns 4,49 4,40
Library 0.30 0.30
Debt service:
Water 0.82 0.85
Sawer 2.30 2,89
Sancthary 0.96 0.93

Property tax revanues are expected to increase slightly. This is the result of expected increases in taxable value
within the City. Statas shared revenusz ara expacted to decrease slightly due 1o aconomic conditions in the State of
Michigan. The building department permit revenus s also expected to be significantly lower dus to the eceonomic
conditions in Michlgan.

-5-
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Ex| i =]

Payrol| expenditures are expected to incresse to reflect approved wage ingreasas. Employee bepefits (health
insurance) are expected to increass to reflect premium ingreasas. The City has approved a transfer for retirae haalth
insurance, resognhlzlng the City's futurs liabllity. Local Hoad Fund expenditures have besen increased to reflegt
resurfacing of local roads.

The 2007 General Fund budget expects a defieit of approximately $36,700. The projected General Fund's fund halance at
June 40, 2007 is approximately $040,000 which represents approximated 43% of the General Fund expendtures for the
year.

Request_for Information

This finangial report is intended to provids citizens, taxpayers, customers, and invastors with a genaral averview of
the Clty's finances and to show the City's accountability for the monay it receives. |f you have any questions or
concerns mbout this report or need additional information, centact the Gity Office, at the City of Orchard Lake
Village, 3955 Orchard Lake Road, Orchard Lake, Michigan 48323.
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STATEMENT OF NET ASBETS

AZBETS

Cash and cash equivalents .

Investments .
Recalvables:
Trade .

Special aszessments .

[nterest.
Other . .

Prepald expensas. R

Dua from agency funds . . .

Due from othar governments.

Capital aszets, nel:
Depreciable . .
Non-depraclable .

Bond issuance costs, net.

Totzl assats.

Liabilitlas:

LIABILITIES AND NET ASSETS

Accounts payabla and other liablilitles.
Accrued intarest, .
Due to other governments.
Intermal balances . . .
Compensated absences.
Mencurrent liabllltles:
Due within gne year . .
Due Tn more than one year . .

Totel

Net asseta:

[Tabllities .

JUNE 30, 2006

Invested Tn capital assets, net of related dabt .
Restrlcted for:
Major end local roads .
Building Department .

QSLA.

QOther . .
Unregtrlected.

Capital projects.

voa

Tatal net assets.

Tetal Ilabilities and net assats.

Governmental Buslness=-type
Activitias Activity Total
§ 624,304 § 670,480 $ 1,194,764
1,178,371 1,078,678 2,257,050
416,724 415,794
5, 862 1,381,832 1,387,794
28,000 28,000
14,482 14,482
24,119 24,119
219 218
24,913 145,487 170,400
999,411 16,812,808 17.812,216
5,145,717 5,145,717
28,307 98,307
$ 8,017,498 _§ 20,531,363 _3% 28,548,861 _
5 48,837 % 60,425 & 110,262
15,245 §9,042 84,287
20,887 20,887
(2,264) 2,264
176,759 176,755
260,000 1,992,303 1,642,303
1,905,000 9,098,725 11,803,725
§ 2,425,461 g 11,421,759 % 13,847,220
3,980,128 5,830,083 9,610,212
178,520 178,530
45, 964 45,064
15,820 15,820
5,080 9,099
11,818 238,551 250, 369
1,380,677 8,240,570 4,581,647
% 5,692,038 5 0,108,604 5 14,701,842
% 8,017,498 § 20,531,363 % 28,548,861

—_—

The attached notes are an integral part of the fipancial statemants.
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CITY OF ORGHARD LAKE VILLAGE, MICHIGAN

STATEMENT OF ACTIVITIES

For the Year Ended June 30, 2006

Program Revenuas

Uperating Capltal
Charges for Grants and Grants and
Functionz/Programg Expanzes Services Gontributions Contributions
Primery government
Governmental actlvitiesa:
General govermment . . . . . - . - § 447,506 & 2,763 5 % 3,682
Public safaty. . - . .« « « c 0 0 oe o oe 1,323,330 236,745 1,874 5,616
Community and economlc develapment . . . . . . 30,117 1,600
Public works . . . . ¢ . . - . 4 e e e e e 552,837 42,208 151,450
Health and welfare . . . . . « « « - - o « - g,000 8,000
Culture and recreation . . . . . . - . . .- 131,354 7,600
Intarest on leng term debt . . . . . . . . - . 102,574
Tatal governmental =etlvities. . . . . . & 2,505,518 3 281,796 & 170,524 & 7,198
Buzinasg-type activity:
Water and sawer fund . . . . - o o . . - - 1,841,016 997, 060 351,046
Total primary gevernment . . . . . . . . 5 4,436,534 % 1,278,8%7 § 170,524 5 359,244

Genaral revenues:

Froperty taxes. .

State shared revenues .

Interest income .

Franchize fees. e e e e e e
Special Item - =ale of Tixed asseis .

Total general revenues and speclal items. . .
Changea In net azsets .
Net assets - July 1, 2005 . . .

Nat assets - June 30, 2006,

The attached notes are an integral part of the financial atatements.
—B-



Net (Expense) Revenus and
Changea in Net Assets

Governmental Business-type
Actlvities Activity Total

5 (441,171) & [ (441,171)
{1,081,005) {1,081,095)
(28,517) {28,517)
(359,088) (359,089)
(123,754) (123,754)
(102,374) {102,374)
§ (f,185,088) & $  (2,135,p88)
(492,908} (4502,909)
§ (2,135,998) & (492,909) &  (2,628,907)
2,113,381 1,122,263 3,235 644
179,847 179,847
104,890 180,362 285, 231

a8, 841 38,84

1,577 1,577

5 2,438,536 $ 1,302,655 5 3,741,180
& 302,538 % 809,746 § 1,112,283
5,268,500 8,209 B59 13,589,358

] 5,592,038 $ 14,701,642

5 5,108,604

——
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CITY OF ORCHARD LAKE VILLAGE, MICHIGAN

BALANCE SHEET
GOVERNMENTAL FUNDS

JUNE 30, 2008

Major Local Dab1
Road Road Service
Genaral Fund Flng Fund
ASSETS
Cash and cash equivalents., . . . . . .. .. .. ... % 261,766 6,682 180,680 ] B899
Investments. . . . . . & . 0 v e e e e e e e £67,943
Recwmivables:
Special assessments. e e e e e e e e e s
Qther, . . . . . . . . . ..o 14,482
Prepaid expansas . . . . . . . . . . . . . . .. . .. 19,119
Dua from ather funds . . . . . . . . . . . . .00 27,692 1,286
Due frem other governments . . . . . . . « « .+« . . . 24,913
Total mesets . . . . . . . . . . . . .. . . & 1,015,914 8,682 181,875 5 B&S
LIABILITIES AND FUND BALANCES
Liahilities:
Accounts peyable and ather liabifities . . . . . . . & 37,010 &M 1,646 & 447
befarred ravenus . e e e e e .
Dus to ather funds . . . . . . . . . . . . . . .. 945 3,718 4,072 7449
Due to other governments . . . . . + + « « & 4 4 o4 o 98
Total fiabilities. . . . . . . . . . . .. . & 28,953 4,408 85,717 E 1,196
Fund balances:
Rezarved:
Debt =ervice . (287)
Othear. . . . . . _ _ . e e e e e e e e e e 30,837
Unreserved, reported ln:
General Fund . . . . . . . . . . . . . . ... .. 946 024
Spaclal Revenua Funds. .. 2,273 176,257
Capltal ProJect Funds.
Total fund balaneces. . . . . . . . . ., .. & B76,96 2,373 176,257 £ (297)
Total liabilities and fund balances. . . . . § 1,015,914 6,682 181,975 $ 899

The attached notes are an integral part of the financial statements.
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§ 547,117

Non=Major Total
Governmental Governmentsal
Funds Funds
k3 185,472 g 575,508

409,738 1,077,681
5,562 5,962
14,482
5,000 24,115
945 20,022
24 913
& 547,117 § 1,752,587
g 4,701 § 45,384
5,962 5,962
21,027 30,51
20,790 2,887
3 52,479 % 102,754
(297)
5,000 35,937
946,024
486, 501 665,031
3,138 3,138
$ 494,638 $ 1,649,833
§ 1,752,587




- CERTIFIED PUBLIC ACCOUNTANTS

JANZ & KMIGHT, P.L.G.

GLTY OF ORGHAHD LAKE VILLAGE, MIGHIGAN

RECONG [LIATION OF TOTAL GOVERNMENTAL FUND BALANGE
TO NET ASS8ETS OF GOVERNMENTAL ACTIVITIER

June 30, 2006

— —

Total governmantal fund balances.

Amounts reported far governmental aetlvities Ih the
statement of net assets are different becaluse:

Caplital assets used in governmant activitles ara not financial
resources, and are hat reported in the governmental funds:

Governmental capltal agzels .

4 1,649,033

% 6,528,542

Less sccunulated deprecimtion . . o . . . . o oo e e e e (450,977)

Special assessments are pxpected to be collected over sevaral
years, and ars not avallable to pay for current year
expandituras.

Long=term liabilitles, including compensated absences, are not
due and payabla In the eurrent peried and are not reported in
the funds ireluding related accrued interest. .

Intarnal service funds are used by management te charge the costs
of certain activitles to individual funds. The assats and
llabilities of internal sarvige funds are [reludad in the

statement of nat assets . .

Net assets of governmental activities .

Tha attached notes are an Integral part of the financial
w10=

6,072,565

5,962

(2,357,000)

220,678

$ 5,592,094
—————

atatements.



JANZ & KMIGHT, P.L.C. - CERTIFIED PUBLIGC ACCOUNTANTS

CITY OF ORCHARD LAKE VILLAGE, MICHIGAN

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES
GOVERNMENTAL FUNDS

Far the Year Ended June 30, 2006

Major Local Debt
Aoad Road Barvice
Ganaral Fund Fund Fund
Revenues:
Ta¥es . . . . . . . . . . . e 4w e e .. .o B 1,887,564 3 k4 & 322,107
Licenass and parmlts., . . . . . . . . . . . . 0. 43,013
Fadaral ourees . . . . .« « v+ 4 0w 4 s e s 2,900
State BOUFSEBS . . . v v v 0 v h e e e e e e 185,303 83,377 B4 632
Charges for services, . . . . . . . . . . . . . .. 12,2684
Fines and forfeitures . . . . . . . . . . . . . .. 45,710
Interast and Feants. . . . . L L L 4 . 0 4 0 s e 67,657 1,700 &,085 2,258
Other . . . . C 0 L L e e e e e e e 31,261 451
Tota! revenues, , ., . . . . . . . . . . . . & 207558 3 BE,077 5 72,068 $ 324,408
Expenditures:
Current;
Genergl government. . . . . . . . . . . . 0 . 337,794
Public =afety . S 067,455
Community end economlc develapment. . . . . . . . 27,9841
Public workS. . .« v« v v v e e e s 270,279 270,790 112,493
Health and welfare. e e e e e e e
Culture and regreation, . . . . . . . . . . . .. 20,802
Other . . . . . . . . . . o L i i 448,256
Capital outlay. . . . . « . . . . o 8,547
Dbt sarvice:
Principal payment=. . . . . . . . . . L ... 220,000
Interest and fiscal charges . . . . . . . . . .. 105,332
Total expenditures. . . . . . . . . . . . . § 1,881,075 3 270,790 $ 112,483 & 325,333
Execess of revenues over (under)
sxpenditures. . . . . . - - . . . . . . . & 94,506 % (185,713) & (40,425) b {927}
Othar flnancing sourges (uses):
Operating transfers in. . . . . . . . 0, 89,000 38,800
Operating tramsfers out . . . . . . . . . . - . . . (77.,900)
Tatal other financing =ources (uses). . . . 3 (77,800) L] 39,000 5 38,900 $
Excess of revenues and other sourcea over
(undar) expenditures and other vaes . . . § 16,606 8 (148,713) 3 (1,585) § (927)
Fund balanea - July 1, 2005 . . . . . . . . . . . .. BED, 385 148,986 177 782 629
Fund balanes (defigit) - June 30, 2006. . . . . . . ._§ 976, 961 & 2,273 $ 176,257 % (297

The attached notes are an integral part of the flnancial statements.
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Non=Major Total
Gavernmental Governmental
Fundsa Funds

§ 103,810 ¥ 2,113,381

180, D& 203,074
11,100 14,080
333,312

12,284

4,145 49,855
21,208 8%, 645
53,165 84,877

5 353,583 & 2,910,716

937,794
167,926 1,035,381
1,800 2% 541
27,917 680,879
£,000 2,000
105,410 126,212
448 256

&, 547

220,000

105,233

§ 310,254 § 2,999,943

§ 43,830 5 (89,227)

77.900
(77.900)

3 43,330 ] (89, 227)

451,208 1,739,061

§ 494,038 g 1,640,823




Janz & KNIGHT, p.L.c. - SERTIFIED PUBLIC AGCOUNTANTS

CITY OF ORCHARD LAKE VILLAGE, MICHIGAN

RECONCILIATION OF THE STATEMENT OF REVENUES, EXFENDITURES AND CHANGES IN
FUND BALANCES OF GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES

For the Year Ended June 30, 2006

Net change in fund balances - total gevernmental fund.

Amounts raported for governmental getivitles In the
statement of activities are different because:

Governmental funds report capltal outlays as expenditures;
in the statement of activities, these costs are allocated

over thelir estimated useful |ives as depraclatlon:

Expendituras for capltal assets. . . . . . . . . . .. ... ... & 259,553

Gurrent year depreciatien. . . . . . . . . . o0 0 P (40,672)

Goverrmanta! funds only repaert the disposal of assets to the
extant proceeds are received from tha sala. ln the Statement of
Activitles, a galn or loss is reparted for each dispesal. There
wera no proceeds.

Special ssseasment revenues are recerded in the statement of
activities when the assessment is set: they are not reperted
In the funds until collectad or collectible within 60 days
of yegr end. . . . . L L 0 s e e e -

Repayment of bond prinelpal Is an expenditure in the governmental
fundz, but not in the statement of activities (where It
reduceas long=term debt).

Acerusd Interast is recorded in the statement of activities.

Ineraase In accumulated employea vacation and slck pay are
resorded when ezrned in the statemant of actlvity.

Internal service fund activity im not reportad as part of
governmental| fuhds; transactions wlth organizations outside

governmantal funds are Included in the statemeni of actlvitiaes .

Change in net assets of governmental actlvitles. .

The attached notes are an Integral part of the financial statements.
-18.
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(8%, 227)

218,81

(1,573)

(23,131}

220,000

2,959

(11,757)

(14,595)

802,588



JANZ & KMIGHT, P.LC. - CERTIFIED PUELIC AGCCOUNTANTS

CITY OF ORCHARD LAKE VILLAGE, MICHIGAN

STATE
PR

ABSETS

Gurrent assets:
Cast and cash equivalents. .
Invastments., . . .
Recelvables:
Trade. . . . . - . . .
Special assesaments. .
Intarest . - . . . . - - s
bua frem othar funds . . . . . .
Due from other governments .

Tota! current assets . .

Notcurrent assets:
Capital assets, net.

Other assets:
Bond lssuance costs, net .

Total assets . . -

MENT OF NET ASSETS
OFR1ETARY FUNDS

JUNE 30, 2006

——

LIABILITIES AND NET ASSETS

Current [labilitias:
Accolnts payable and other liablllties . . . . .
Acerued interest . .
Due to othar funds . . . . .« .« . -
Current portion of long term debt. .

Total current Hablllties,

MNoncurrent [iabtlitles:
Bond payable .

Total Tiakillties.

Net assets:
Investad in capital assets, nat of related debt.
Reztrlcted for improvemeniz. .
Unrestricted . . .

Total net aszsets . . - - .

Total ligbilltlies and net asaseis .

Businass=type Govarnmental
Activity- Actlvity-
Water and Sewer Internal Service
Fund Fund

...... 5 670,460 2 48,706

..... 1,078,678 100,690
415,784
1,381,832
28,000

...... 2,852
145, 487

b 9,620,252 § 153,338

16,812,805 72,563
98,307

..... $ 20,531,363 & 225,802

...... . & 60,425 % 4,443
69,042

2,864 780
1,362,303

5 1,523,034 $ 5,223
9,806,725

5 11,421,759 5 5,223

5,630,083 72,563
238,557

8,240,970 148,115

3 0,108,604 § 220,678

& 229,908

§ _ 20,531,383

The attached mates are an integral part of the financizl statements.
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Janzr & KmiGcHT, P.Lc. - CERTIFIED PUBLIC ACCOUNTANTS

CITY OF ORCHARD LAKE VILLAGE, MICHIGAN

STATEMENT OF REVENUES, EXFENSES, AND CHANGES IN NET ASBETS

Operating revehus:
Water and sewer sales., . . .
Water and sewer penaltles.
Permit foss - operating. .
Water mater maintenance - operating.
Equlpment rental
Mizcel lgneous Income .

Total operating revenue. .

Oparating expenhaes:
Salariea and banefits. . .
Payroll taxes., . . . . .
Repalrs and maintshance. .
Uthlities, - - .« « o v « + - - 4 .
Gag and oil. . .
Tires. . . .« « . - .
Parts and =upplies . .
|nsurance, . . . . - - . G s
Cost of water and zawer treaiment.
Water instellatleon costs .
Sewer inmmpectlen costs .
Water transmissionh . . .
BSawer system malntenance .
Sewar pump =tatlon maintenance .
Water maintenance service.

Genaral & admini=trative expenses. . . .

Depreciation and amortization. . . .
Professional feas.
Miscel lansous. .

Total pperating expenses . .
Operating income (loss).

Nongperating revenues (expanses):
Propsrty taxes . . . . .
State grant. . .
Capital charges. . . . . .
Interest incoma.
Debt zervica charge.
Interast axpense . . . .
Gain on sale of assats .
Raserve for operations .

PAOPAIETARY FUNDS

For the Year Ended June 30, 2006

Total| nencperating revenues (expenzes) .

Change in net assets . .
MNet assets - July 1, 2006, . . . - . .

Net assets - June 30, 2006 .,

Bus tnazs-type Governmental
Actlvity- Activity-
Water and Sewer Internal Setvice
Fund Fund

% 948,324 5
18,938
14,430
11,554
89,783
3,814
] 007,080 b a9, 783
24,256
1,659
5,621
4,460
26,035
3,045
12,855
G,800
631,618
20,327
1,918
44,691
8,655
50,106
8,564
5,529
442,145 39,768
3,400 goo0
2,108
¥ 1,339,938 & 125,440
- (342, 938) g (25,667)
1,122,263
3,616
3,897
180,362 5,297
347,340
(482,157}
3,180
{18 ,860)
5 1,152,684 & 12,063
g BO%, 746 § (13,595)
8,259,859 234,273
] 220,678

. & D, 108,604

The attached notes are an integral part of the financlal statements.
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JANZ & KnicHT, P.L.c. - CERTIFIED PUBLIC ACCOUNTANTS

CITY QF ORGCHARD LAKE VILLAGE, MICHIGAN

Far the Year Ended June 30, 20086

Cash flaws from operating actlvities:

Racalpts from cuztomers .
Fayments to suppllers .

Net cash provided (used) by operatlng activities .

Cash Tlows from capltal and related financing activitiea:

Callestion of customer capital charges.

Collection of special assessment charges.

Collection of property taxes.
Collegtion of debt service charge .

State grant . .
Furchage of fixed aszzets.

Proceeds from sale of capital assets.
Pringipal pald on capital debt.
Interezt pald on capital debt .

Reserve for operationa.

Net cash provided (used) by capital and ralated fTinanging actlvities

Cash flows from 'nvesting activitles:

Proceeds from sales and maturltles of invesimentia .

FPurchase of investments .
Interest ingome .

Net eash provided (used) by Investing activities .

Net increase {decreasa) in cash and cash equlvalanis .

Caszh and cash eguivalants = July 1, 2005.

Cash and eash equivalents - June 30, 2006 .

Reconciliation of aperating income (losa) to net cash provided

(used) hy operating activities:

Operating inceme (loss) .

Adjustments to reconcile net income (loss) to met cash provided
by aparating agtivities:

Depreciation and amertization .

Changes in asszets and
(1ncrease) decrease
(Increase) decrease
(Ingreasa) decrease
Increase {decreaza)
Increase (decreanze)

Net cash provided

liabilities:
in recalvablas,

in dua froem ether fUnds .

in dua from other governmentis . .
itn accounts payable and other |lEbI|It]BS .
In dug to otner funds .

{used) by operating agtivitles.

STATEMENT OF CASH FLOWS
FROPRIETARY FUNDS

Bugingsa-type Governmental
Activity Activity=
Water and Sewer Internal Servige

Fund Fund

830,693 5 9B, B57

(037 ,559) (86,374)

(6,866) % 12,484
3,887
127,565
1,125,748
347,349

3,616

(13,227}

3,150
(1,342,382)
(450,328)
(18,860}

(247.228) % (6,461)
3,199,000 302,000
(4,247 ,708) (399,874)
150,423 2, 480
{898,286) $ (95,394)
{1,152,380) ] (89,372}
1,722,840 198,166
570,480 § 48,796
(342,938) § (25,657)
442,145 29,768

(52,351)
{226)

(114,016)
€0,204 1,742
{(2,444)
(&, B6E) 5 12,483

The attached notes are an integral part of the flnancial statemants.



Janz 8 KMIGHT, P.LC. - CERTIFIED PUBLIC AGCOUNTANTS

CITY OF ORCHARD LAKE VILLAGE, MICHIGAN

STATEMENT OF ASSETS AND LTABILITIES
AGENCY FUNDS

JUNE 30, 2006

— ——

ASSETS

Cash and cash equivalents. . . - . . .

Total agmets . .

LIABILITIES
Deposits payable and other liablllties . . . . . . . . . . - . -« o v v

Due to other funda .

Total liabilltles,

The attached notes are an integral part of the flmancial statements.
-1G=

Agency
Funds

B6, 120

_ 86,120

5,900

218

86,120




Jamz & KMIGHT, P.LCc. - CERTIFIED PUBLIC ACCOUNTANTS

CITY OF OACHARD LAKE VILLAGE, MICHIGAN
NOTES TO FINANGIAL STATEMENTS

June 30, 2006

NOTE A - Sumpary of Sianjficant Accounting Policles

The accounting pelicies of the City of Qrchard Lake Village {the "City") conform to agcounting principles
gaheral ly accapted in the United States of America (GAAR) as applicable to governmental units. The
following is a summary of the significant aceounting policies used by the City of Orchard Lake Village.

Reperting Eptity

The Gity of Orchard Lake Village is governed by an eélected seven-member Council. The accompanying
financial statements present the City and 1ts component units, entities for whlch tha Clty is considered
to ba financially accountable.

Government-Wide and Fund Flnanclal Statements

The government-wide financial statements (i.e., tha statemant of net assets and the statement of changes
in net assets) repert information on all of the nonfiduciary activities of the primary government. For
the most part, the effect of interfund activity has been removed from these statements. Governmental
activities, normally supperted by taxes and intergovernmental revenuas, are reported separately from
busIness—type activities which rely to a significant extant on fees and charges for suppert.

The =tatement of activities demonstrates the dagree to which the direct expenses of a given functlgn or
segment are offset by program revenues. Direct expenses are those that are clearly identifiable with a
specific function or segment. Program revemues Include: (1) charges to cugtomers or applleants who
purchaze, usa, or directly benefit from goods, services, or privileges provided by a given function ar
segment; and (2) grants and econmtributions that are restricted to meeting the operational or capital
requirements of a particular fumction or segment. Taxes and other items not properly Included amang
program revenues are reported instead as general revenue.

Separate financial statements are provided for governmental funds, proprietary funds and fiduciary funds,
aven though tha latter are excluded from the government-wide fimanclal statements. Major individual
governmental funds and major individual enterprige funds are reported as separate columng in the fund
flnancial statements.

Maasurement Focus Bazlzs of Aecounting and Financial Statement Presentation

The government-wide financial statements are reported using the acorumic resources measursment focus and
the acerual basis of accounting, as are the proprietary fund and fiduciary fund financial statements.
Revenite is recorded when earned and expenses are recorded when a liability is incurred, regardless of the
timing of related cash flows. Property taxes are recognized as revenus in the year for which thay are
levied. G@Granmts and similar items are recognized as revenue as soon as all eligibhility reguirements
Imposad by the provided have been met.

Governmental fund financial statements are reported using the current financial resolrces measurement
focuz and the modified acerual basiz of accounting., Aevenue is reecognized as soon as [t ls both
meazurable and avaifable. Revenue iz considered to be available if it iz collected within the current
pariod or soon énough thereafter to pay liabilities of tha current period. For thls purpase, tha
government considers revenues to be available iT they are collected within 60 days of the end of the
currant period, Bxpenditures generally are recorded when a |fability ig incurred, as under accrual
accounting. However, debt service expenditures, expenditures relating to compensated absences, and claims
and [udgments ara recorded only when payment is due.

Revenues are recognized in the accounting period In which thay beacome susceptible to aeceryal--that is,
when they become both measurable and available to fTinance expenditures of the period. Property taxes,
state-shared revenue, interest, reimbursement grants, and charges for services are considered to be
susceptible to acecrual and =0 have bean recognized as revenue of the current peried. All other revenue
Items are considered to be available only when eash iz reveived by the government.

All propriatary funds are accounted for using the acerual basls of accounting. Their revenuss are
recognized when they are earned, and their expenses are recognized when they ars incurred.

Private-gector standards of accounting issued prior to December 1, 1988, are generally followed in both
the government-wide and proprietary fund financial statements to the extent that those standards do not
conflict with the standards of the Govermmental Accounting Standards Board. The government has elactad
not te follew prlvats-sector standards isaued aftter November 40, 1989 for its businass-type activities,

Amounts reported as program revenus Includa: (1) chargas to customers or applieants for goods, servicas
orf privileges provided; (2) operating grantz and contributions; and (3) capital grants and contributions,
in¢luding special assessments. Internally dedicated resources are reported as general revenue rather than
as program revenusa, Likewize, general ravenus [ncludes all taxes.
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JANZ B KNTGHT, P.Lc. - CERTIFIED PUBLIC ACCOUNTAMTS

CITY OF ORCHARD LAKE VILLAGE, MICHIGAN
NOTES TO FINANCIAL STATEMENTE (CONTINUED)

June 30, 2006

NOTE A - Summary of Significant Accounting Policies {continued)
Governmental Funds
The City reports the fol lawing major governmental funds:

Genaral Fund

The Ganeral Fund is the government's primary eperating fund. It accounts for all financial resocurces
of the general gevernmant, except those reguired te ba aceount for in ancther fund.

Mejor Road Fund
The Major Road Fund accounts for the construstion, maintenance, and repairs of all streets classified
az "major roads™ within the City. Financlng is provided primarily by State-shared gas and weight taxes

and logal contributlons. The fund is operated under the provisions of Michigan's Act 51 of the Public
Acts of 1851, as amended.

Local Road Fund
The Local Road Funmd accounts for the construction, maintemance, and repairs of all streets classiTied
as "loeal roads" within the City. Fimancing [s provided primarily by 3tate-shared gas and weight texes

and local contributions. The fund i= operated under the pravisions of Michigan's Aet 51 of the Public
Acts of 1951, as amended.

Debt Service Funds

Debt Serviee Funds are used to account for the accumulatlon of rescurces for, and the payment of,
genaral long-term debt principal, interest, and related costs.

Additienally, the City reports the following fund types:

Special Revenue Funds

Speclal Revenus Funds are used to account for the proceeds of specific revenue sources (other than
expendable trusts or major capltal projects) that are legally restricted te expenditures for
spacifled purposes.

Capital Proiects Funds

Capital Projects Funds are used to account for financia! resources to be used for the acquisition
or construction of major capital facilities (other than those financed by Proprietary Funds and
Trust funds).

Propriety Fund

The City reports tha following major proprletary fund:

Water and Sewar Fund

The Water amd Sewar Fund accounmts for the operation, mzintenance amd distribution of the water and
sewage systems administered by Oakland County.

Proprietary funds distinguizh operating revenus and expenses from nonoperating items, Operating
revenus and expanses generally result from providing services in ¢onnection with a proprietary fund's
principal ongoing operations. The principal cperating revenue of the Water and Sewer Fund relates to
charges to customers for sales and services. The Water and 3ewer Fund recoghlized the pertion of tap
fees intended to recover current costs (e.g., labor and materlals to hook up new customers) as
nonoperating revenue, The pertion intended to recover the cost of the infrastrueture is recognlzed as
nohoperating revenua. Oparating expenses for proprietary funds include the costs of sales and
sarvices, administrative expenses, and depreciation on capltal assets. All revenue and eXpenses not
meeting this detinition are reaported as nonoperating revenus and expenses,

Internal Service Fund

The City's only intermal gerviece fund |s the Motor Poel Fund. This fund accounts for the costs of
malntaining automobiles and eguipment used by various City dapartments. Cests are billed to the
departments for labor and materials.

-1B=



JanNz Bt KMIGHT, P.L.G. - CERTIFIED PUBLIC ACCOUNTANTS

CITY OF ORCHARD LAKE VILLAGE, MICHIGAN
NOTES TO FINANGIAL STATEMENTS (CONTINUED)

Juna 30, 2006

NOTE A - Summary gof Significant Aeeounting Policies (continued)
Fiduciar 5
Agency Funds

Ageney Funds are used to account for assets held by the Gity as an agent for individuals, private
organizations, other governments and/or other funds. The funds are custodial in mature {azsets equal
liabilities) and do noet involve measurement of results of eperations.

Property Taxes

The Gity i¢ a Homa Rula City with a fiscal year beglnning July 1 and ending June 30. Summer property
taxes are levied on July 1 and become a lien on that date. Summer property taxes arae payable between
July 1 and Beptember 1, withoUt penalty. Summer taxes paid betwssn September 2 and February 28 are
subject to a 4% penalty plus a 1% penalty for each month delinquent.  Summer real property taxes
delinguent after February 28 are purchased by Oskland County from the City. Winter property taxes are
levied on December 1 and hecoma a lien on that date. Winter property taxes are payable between December
1 and February 14 without pemalty. Winter taxes paid betwsen February 15 and February 26 are subject to
a 4% penalty. Winter rea| preperty taxes delinquent atter February 28 are purchased by Oskland County
from the City.

The 2005 taxable valuation of the Ciiy of Orchard Lake Village total $345, 920,380, on whleh ad valorem
taxes levied consisted of 4.49 mills for the City of Orchard Leke Village oparation purposes, 4.17 mills
for debt, .30 mllls for library, raising $1,553,183 for oparating, 31,442,488 for debt, and $103,776 for
library. These amounts are recognized In the respective General, Spescial Ravenua, Debt Service, and
Enterprise Fund flnancial statements as tax revenue.

Asgats Llabllltles, and Net Assets or Eguity

Cash and Investments

Deposits are carried at eost and consist of eash on hand, checking accounts, certificates of depesit,
savings accounts, and investments in mutual funds, Investments are stated at fair value, which iz baged

on provided market values.

For purposes of the Statement of Cash Flows, the Gity considersd cash deposits and certificates of
depozits with & maturity of thres months or lass when purchased to be cash equivalents.

Interfund Racaivables and Payvahles

In general, outstanding balances betwsen funds are reported as "due to/from other funds" on the balance
sheat. Any raesidual balances outstanding between the governmentzl activities and the husiness-type
activities are reported in the goverrment-wide {inangial statements as "internal balances".

Recelvablas

All irade and property tax receivables are considered fully collegtible by the City. Ne provision haz
been made In tha flnancial statements for noneolleetion.

epaid ltems

Certain payments to vendors reflect costs applicable to future years and are recorded as prepaid items in
both govarnment-wide and fund financial statements,

Restricted Assets

Cartaln revenuas of the enterprise fumds regquire amounts to be set aside for debt service pringipal and
interest, operations and maintenance, and improvements and replacement of the water and sewer system.
Thaze amountz have been clasaified a3 reztricted net assats.

TN



JANZ B KMIGHT, P.LC. - CERTIFIED PUpLIC AGCCOUNTANTS

CITY OF ORCHARD LAKE VILLAGE, MIGHIGAN
NOTES TO FINANGIAL STATENMENTS (CONTINUED)

Juns 30, 2006

NOTE A - Summary of Slonificant Accounting Policles (continued)

Capital Assets

Capital assets, which Include land, buildings, building improvements, vehicles, mashinery, equipment and
Infrastructure are reported In the applicable governmental or businass-type activities ¢olumn In the
government-wide financial statements. Capital assets are defined by the gevarnment as assets with an
initial individual eost of more than $2,500. Such assets are recordad at historical cost or estimated
historleal cest if purchesed or constructed. Donated capital assets are recorded at eztimated fair market
value at tha date of donation.

Infragtructure assets are long-|ived capital assets that normally can be preserved for a significantly
greater number of years than most capital assets. The City hags elscted not to retroactively report
infrastructure assets.

Capital assets that are being depreciated are reported net of accumulated depreciation in the statement
af net assets. Capital assets that are not being depreciated, such as land, are reported zseparately.

Capital assets are depraclated aver their estimated useful |ives. Depreclation expense i& reported [n the
statement of activities by allecating the net cost over the estimated useful !ife of the assets.

bapreclation of all expaustible fixed assets used by propriety fund types is charged as an expense
against their operatlons. Accumulated depreciatlen is reported on propriletary fund type balance shesets.
Depraciation has been provided ovar the estimated ugetu| llves.

FProperty, plant and equipment Is depreciated using the stralght-line method over tha following useful
lives:

Years
Water and Sewer System a0
Buildings and Improvements 10-50
Vehicles 3-10

Equlpment (Police, Highway,
Offica) 3-25
Roads 20-30

Compensated Absence i Vagation Leave

Slck and vacation pay earned are recogniZed in the governmental financial statements when they are paid.
The long-term portion of compensated absences related to governmental funds Is a liability recorded in
the Statement of Net Assets.

Long-Term Obligatlons

Long-term debt is racegnized as a [lability of a governmental fund when due, or when resources have been
accumulated in the Debt Service Fund for payment early In the folleowing year. For other long-term
abligatiens, only that pertion expected to be financed from expendabile avallable financial rescurces is
reported as a fund liability of & governmental fund. The remaining portion of sush obligations s
reportad In the Statement of Net Assets. Long-term liabilities expected to be financed from proprietary
fund operations are aceounted far In these funds., For proprietary fumd types, bond premiums and
discounts, as wel! as issuance costs, ara deferred and amortlized over the |ife of the bonds using the
effectiva interest mothod. Bonds payable are reported net of the applicable bond premlum or discount and
nat of any deferred charges on hond refundings. lgsuance costs are reported as deferred charges.

Fund _Equity

In the fund financial statements, governmental funds report reservations of fund balance for amounts that
are not available Tor approprlation or are legally restricted by outside parties for use for a specifle
purpoze. Designations of fund balance present tentative management plans that are subject to change.

Uga of Estimatas

The preparation of flnanclal statements in confermity with accounting princlples generally accepted in
the United States of America reguires management to make estimates and assumptions that atfect the
reported amounts of assets and [lablilltles and disclosure of contingent assets and liabilities at the
data of the flnancial statements and the reperted amounts of revenue and axpenses during the period,
Actua) results could differ from those astimates.
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- CERTIFIED PUBLIC ACCOUNTARNTS

JANZ & KNIGHT, P.L.C.

NOTE B -

NOTE C -

CITY OF ORCHARD LAKE VILLAGE, MICHIGAN
NOTES TO FINANGCIAL STATEMENTS (GONT INUED)
June 30, 2006

Stewardsh] Co i ili
Budgetary Information

Annual budgets are adopted on a basis conzistent with genarally accepted accounting principles for ‘the
Gernsral amd Speclal RAesvenue Funds. All annuzal appropriationsz lapse at year end. The City's apprepriation
resolution is generally passad during the May preceding the fiscal year in which the planned expenditures
relate. Subsequent amendments are made to aveid unfavorable variances Trem the original budget. Related
resolutions are made to state the purpose and amount of the changes, The Glty Glerk hazs the
regponsibitity to enforee the budget. Unused appropriations do not earry forward to the next year.

The budget dosument presents Informatlion by fund, function, department and line Items. The legal level
(the level at which expenditures may not legally exceed appropriations) of budgetary control adopted by
the board is at the department (activity} level.

The City Council must approva budget amandments at the activity |evel and supplemental appropriations,
which affect total fund expenditures. The Clerk ecan transfer appropriations betwesn |lne 1tems within 2
department or activity without governing body approval.

Supplemental appropriations Were necessary durlng the year, which increased total expendlturas.

Amount=s encumbered for purchase orders, contragts, ete., are not tracked during the year. Budget
appropriations are considered to be spent once the goods are delivered or the services rendared.

P.A. 2 of 1968 as amended, provides that a lecal unit shall net ineur expenditures [n excess of the
amount appropriataed in budget resclutions of the governing body.

Fund Deficit
At June 30, 2006, the Gity haz a deficit of $287 In the Debt Service Fund as the result of taxes assesseod

and interest not being sufficient to cover expenses in the gurrent year. Subsequent year tax assessments
will be adjusted to allminate the deficit.

Depesits and Investments

Mighlgan Complled Laws, Sestion 129.91, authorizes the City to make deposite and invest in the accounts
of federally insured banks, credit unions, and savings and loan associations whleh have an office in
Michigan. The City iz allowed to invest in honds, securities and othar direct obligations of the United
Btates or any agency or instrumentality of the United States; United States government or faderal agehcy
abligations; repurchase agreements; bankers' acceptance of United States banks; commercizl paper rated
within the two highest classifications which mature not mora than 270 days after the date of purchase;
obligations of the State of Michigan or its political subdivisions which are rated as investment grade;
and mutual funds composed of Investmant vahleles which are legal for direct investment by local units of
government in Michigan.

Tha Clty has deslgnated varlous banks Tor the deposlt of Clty funds. The treasurar keeps a list of
approved banks. The investment policy adopted by the board in accordance with Fublic Act 126 of 1987 has
authorlzed Investment in all of the State statutory authority as listaed above. The Clty's deposits and
investment policies are in accordance with statutory authority.

At June 30, 2006 the City was invested [m a fund that was not in accordance with its investment policy;
it was composed of investments not allowed under statutory authority.
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JaNz & KNIGHT, P.L.C. - CERTIFIED PuBLIC ACCOUNTANTS

CITY OF ORCHARD LAKE VILLAGE, MICHIGAN
NOTES TO FINANGIAL STATEMENTS {GONT INUED)

June 3G, 2006

NOTE C -Depogite zand Investments (continued)

The Gity's eash and investments are subject te several types of risk, which are examinad in more detail
below:

Custodial Credit Risk of Bank Depesits

Custodial credlt risk is the risk that in the event of a bank failure, the City's deposits may not be
returned to it. The City dees not have a deposit policy Tor custedial credit risk. At year end, the
City had 1,093,545 of bank deposits (certificates of deposit, mutual funds, checking, and savings
gecounts) that were uninsured and uncollateralized. The City bellaves that due to thea dollar amcunts
of cash deposits and the lImlts of FDIC insurance, it is impractical to insure all deposits. As a
result, the Gity evaluates each financial imstitution with which it depesits funds and aszesses the
leval of risk of each institutlon: only those institutions with an acceptable estimated rlsk level are
used az deposltories.

Custedial Credi i Invastmants

Custodial eradit rlsk ls the risk that, in the event of the failure of the countarparty, the City will
not be able to recover the valua of its investments or c¢ollateral securities that ara Iln the
possassion of an outside party. The Gity does not have a policy for custodlial credit risk. At year
end, the City had no investment securities that were uninsured and unregistered, with seeurlties held
by the gounterparty or by its trust department or agent but not in the City's name.

| Rizlk

Interest rate risk is the rlsk that the value of investments will decrease as a result of a rige in
Interast rates. The City's fnvestment poliey dees not restrigt investment maturlties, other than
commercial paper which can only be purchased with a 270-day maturity. At year end, thea avarage
maturitiez of investments are as follows:

Waightad Average
Invastmant Fair Value Maturity

Commarcial paper $2,257,050 91 days

Credlt Rlsk

State {aw limits investments In commercial paper to the top two ratinga issued by nationally
recognized statistical rating organizations. The CGity has no Investment policy that wouid further
limit its investment choleas. As of year end, the credit quality ratings of debt securitles (other
than the U.8. government) are as follows:

|nvestment Fair Valus Hating Rating Organlzatian
Marey market fund 5 5,788 AAAmM S&F
Bank investment pools 184,840 A- &P
Gommerclal papsr 2,257,050 A=1+/P1 S&F/Moody's

Concentration of Credit Aisk

The City requires that no more than 50% of tha total investment portfolle, exeluding U.5. Treasury
securities and authorized Investment pools, be invested in a single security type or with a single
financial institution. The City has more than 5 parcent of itz investments In the Tollowing:

Commercial Paper - GE Capital 100%

.



JANZ & KMIGHT, P.LC. - CERTIFIED PUBLIC ACCOUNTAMNMTS

CITY OF ORCHARD LAKE VILLAGE, MICGH!GAN

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

June 30, 2008

NOTE D - Capital Assets

Capital asset activity of the primary government for the current year was as follows:

Govermmental activities:
Capital assets not balng depreciated:
Land
Construction in progress - roads

Subtotal

Capital assets being depreciated:
Buildings and lmprovements
Highway equipment
General equlpment
Folice equipmeant
Vehleles
Roads

Subtotal
Less accumulated depreciation for:
Buildings and improvements
Highway equipment
Ganeral equipment
Palice equipment
Vehicles
Roads
Subtotal
Net capital assets being depraciated

Net capital assets

Buslness=-type activities:
Capital assets belng depreciated:
Sewer system
Water system
Subtotal
Less accumulated depreciation for:
Sawer systom
Water system
Subtatal
Net caplital assets being depreciated

Net capital assets

_03-

Beginning Ending
Balance Increases  Decressas Balance
$ 5,145,717 5 5 $ 5,146,717
15,849 16,849
$ 5 161 566 % § 15,849 % 5 145 717
783,773 B,922 72, BG5S
65,676 3,770 £1,908
73,310 4,339 &,6048 71,064
61,999 14,827 75,286
333,914 20,177 313,737
261,945 282 120 514,065
% 1,570,817 $ 288,628 § 580,552 § 1,828,693
367,178 16,573 3a3, 761
63,531 780 3,770 60, 541
41,860 4,949 5,032 M 777
54,782 8,019 60,801
b44.172 32, 06a 20,177 256, 963
&, 209 19,150 25, 449
& 777,822 § 80,439 § 28,079 & A29.283
% 782,795 § 208,189 & 1,573 5 888 411
55954361 5 208,160 £ _17.433 § 6,145,128
Baginning Ending
By lanca Ineraases  Decreases Balance
14,827,025 §% ] §14,0827,025
6,500,000 6 500,000
$21,327,025 & k3 $21,327,025
2,841,847 296,540 3,138, 387
1.245 833 130,000 1,375,833
% 4 087 GB0 % 426 640 % $ 4. 514, 220
$17 2358 345 & (426,540) & £16,812 B0S
$17.239.345 $ (426.540) 3 #16.A12.AOB



JANZ & KNIGHT, P.L.c. - CERTIFIED PUBLIC ACCOUNTANTS

CITY OF ORCHARD LAKE VILLAGE, MICHIGAN
NOTES TO FINANCIAL STATEMENTS (GONTINUED)

June 30, 2006

NOTE D = Capital Assets (continued)

Bepreciation expense was charged to programs of the primary government as fol lows:

Governmental activities:

Genaral government % 18,553
Public =safety 34,597
Public works 26, 498
Recraation and culture 790
Total governmental activities & 80,439

Business-type activities:
Water and sewer $426,540

Construction Commitmants

The Clty has actlve construction prejects at year-end. The projects include paving of roads., At year-end
the City's commitments with contracts are as fol lows;

Remaining
Spent to Date Commitment

RAoads [ & 188,100

NOTE E = Interfund Receivables Payables and Tranzfers

The following are the interfund receivables at June 30, 2006.

Recslvable Fund Pavable Fund Amount
General Fund Major Road 1,167
Local Road 1,618
Building 14,679
Drug Forfalture 656
Debt Service 749
Motor Pool 780
Water & Sewer 2,264
Trust & Agency 218
OL3A —, 258
Total General Fund 827,682
Loea! Road Fund Pelletier Faving 132
Major Road 1.153
Total Lozal Road Fund $ 1,285
Library Fund General Fund 945
Mator Pool Fund Major Road 1,398
Local Road __ 2. 454
Total Mator Pool $ A 852

Total interfund receivabias w33, 774
These balances resulted from the time (ag between the date that (1) interfund goods and services are

provided or reimbursable expenditures eceur, (2) transactlong are recorded in the accounting system,
and (3) payments between funds are made.
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JaMz & KMIGHT, P.L.C. - CERTIFIED PUBLIC ACCOUNTANTS

NOTE E -

NOTE F =

CITY OF ORCHARD LAKE VILLAGE, MICHIGAN
NOTES TO FINANGIAL STATEMENTS (CONTINUED)

Juna 30, 2006

Intarfund Receivab | and Transfars (conti

Interfund Transfers

Tra rz (Out
Tranzfer in Genaral Fund

Major Aoad i 39,000
Local Road 38,5900
& 77,8900

Trangfar frem General Fund to Major Aead and Local Road Funds is to subsidize the future costs of road
improvements.

Long-Term Dabt
The followlng Is a summary of general long-term debt of the City for the year ended June 30, 2006:

General Compensated

Qhligation _Absences Jotal
Balance at July 1, 2005 $2 885,000 § 164,998 52,540, 958
Principal retirements (220,000) {220, 000)
Inerease In obligation for compensate absenges 11757 11,757
Balance at June 30, 2008 $2,166,000 § 174,755 &2.341 785

Tha following is a summary of long-term debt transactions of the City's Enterprise Fund for the year
ended Jurme 30, 2006:
Genaral
Obligation
Bonds

Balance at July 1, 2005 812,623,410
Principal retirement (1,842 382)

Balance at June 30, 2006 $11.,.291.,.028

Gener =Te ~ H P

On February 12, 1992, general obllgatlon bonds in the amount of 83,450,000 were sold for the purpose of
acquiring the Nature Sanctuary property. As noted below there was a defeasance of $2 755,000 of this
debt during 1998.

On April 23, 1998, general obligation bonds Im tha amount of $2,985,000 were secld for the puUrposze of
retlring %2,755,000 of tha Nature BSanctuary debt detziled above., The advance refunding met the
requirements of an in-substance debt defeasance and the general obllgations were removed from the Gity's
Ganaral Long-Tarm Debt Account Group.

Az a result of the advance refunding, the City reduced its total debt service requirements by $447 742,
which resulted in an econemic gain (differance betwsen the present valus of the debt service payments on
the old and new debt) of %208,766. Schedule of pringipal and interest payments are as follows:

Due November 1 Due Mavy i
Year Principal Interest Total _Interest

2006 § 260,000 $ 49,771 § 300,771 %

2007 295,000 43,921 338,921 43,921
2008 335,000 47,284 a7z, 264 37,204
2009 383, 000 29,663 414,663 29,663
2010 430,000 20,808 450,808 20,808
2011 460,000 10,810 470,814 10,810

2,165,000 & 103,357 §2,357,257 §_142 488

The bonds bear interest at a rate of 3.75% to 4.7%.
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JANZT & KNiGHT, P.L.c. - CERTIFIEDR PUuBLIC ACCOUNTANTS

CITY OF ORCHARD LAKE VILLAGE, MICHIGAN
NOTES TG FINANCIAL STATEMENTS (CONTINUED)

June 30, 2006

NOTE F - Long=Term Debt (continued)

Compansated Absances

Accunulated vacatlon and sick leave that is expected to be |lgquldated with expendable available finmancial
resources is reported as an expendlturs and a fund liability of the governmsmtal fund that will pay it.
Amounts accumulated that are not expacted to be |lquidated with expendable availablae flnanclal resources
are repartaed In the general long-term debt account group. Ne expenditure is reported for these amounts.

Enterprize F = Payab s
Bonds payable at June 30, 2006 are comprised of the following individual issues:

Pursuznt to an election hald Novembar 7, 1888 the electorate of the City authorized the issuance of honds
in an amount not to axcead %9,300,000 for the purpose of dafraying part of the cost of acquiring and
constructlng 2 sanitary sewage collestion and dlsposal system. Taxes imposed by the City are not subject
to limitation as to rate or amount pursuant to the Novembar 7, 1289 election.

On October 17, 1980, bonds in the amount of $2,135,000 were sold at public sale by the County of Qakland
Sewaga Disposal - City of Orchard Lake Village System. These bonds are part of the $9,300,000 voter
approved authorlzation. As noted below there was a defeasance of §1,650,000 of thiz debt during 1999.

On April 12, 1994, sewsge disposal bemds In the amount of $5,065,000 were sold by the County of Oakland
Sewage Disposal - City of Orchard Lake VIllage System. These bonds are part of the 9,300,000 voter
spproved authorlzation. As noted below there was a defeasance of $3,510,000 of this debt during 199%.

Onm February 14, 1894 the City Counci! approved the bhorrewlng of up to $5,500,000 additional to complete
the sewer construction project. Om April 12, 1994, sewage disposal honds in the amount of $5,500,000
were gsald by the County of Oakland Sewage Disposal - City of Orchard Lake Village System. As noted below
thara was a defeasance of $3,945,000 of thiz debt during 1999.

On Apr!l A, 1993, sewage disposal bonds in the amount of §2,100,000 were sold by the County of Oakland
Sewage Dispesal - Clty of Orchard Lake Village System, These beonds are part of the $9,300,000 voter
approved authorization. Ags noted balow there was a defeasance of $1,290,000 of thls debt during 2004.

fn September 29, 1998, general obligation bonds in the amount of $9,770,000 were sold by QOskland County
for the purpose of ratlring $9,105,000 of the sewage disposal debt detailed above. The advance refunding
met the requirements of an in-substance debt defeasance and the general obligations were removed from the
City's Ganeral Long=-Term Debt Account Group.

As a result of the advance refunding, the City reduced its total debt serviea requirements by §203,026,
which resulted in an economic gain (d[fference between the present value of the debt service payments on
the ald and new debt) of $273,245. Schadule of principal and interast payments are as follows:

Due November 1
Year Principal Interest Total Interest

2007 § 870,000 § 145,886 5 1,015,866 %

2008 800,000 125,441 1,025,441 125,441
2000 955,000 103,841  1,058,84 103, 841
2010 1,015,000 BD,444 1,005,444 80, 444
2011 820,000 55,060 875,069 55,069
2012 865,000 94,964 a99, 364 34, 364
2013 465 000 12,090 477,050 12,090

£6.710.000 & 721 881 £ 7. 481,881 § BA57,185
The bonds bear interest at a rate of 3.75% to 4.70%.
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Jamz & KMIGHT, P.L.&. - CERTIFIED PUBLIC ACCOUNTANTS

CITY OF ORCHARD LAKE VILLAGE, MICHIGAN
NOTES TO FINANGIAL STATEMENTS (CONTINUED)

June 30, 2006

NOTE F - Long-Term Debt (continued)

Enterprise Fund - Bonds Payable (copiinuyed)

During the year endad June 30, 1992 the Oakland County Drain Commigsion |ssued Evergreen - Farmington
Sewage Disposal bonds for permanent meter and interceptar rehabllitation. The City's allocated share of
these bondy was $31,545. On August 1, 2007 tha County refunded this debt. As a result of thiz the
scheduled payments between the City and County have been madified. Schedule of remalning principal and
intersst payments are as Tol lows:

Due
Due May 1 Nevember 1
Year Principal Interest Total Interast
2006 % 3 £ $ 209
2007 2,303 209 2,512 165
2006 2,660 165 2,825 114
2008 2,977 113 3,080 54

2010 3,088 55 3,143

£ 11.0°8 § 542 £11.670 & B4g

The bonds bear interest at a rate of 3.5%.

Fursuant to an elestion held November 6, 1500 the electorate of the City autharized the issuance of bonds
in an amount not to exceed $8,000,000 for the purpose of defraylng part of the cost of acquiring and
constructing a water supply system. Taxes imposed by the City are not subject to [imitation as to rate
or amount pursuant to the Noverher 6, 1980 election.

On April 12, 1954, water supply bonds in the amount of %3, 750,000 were sold by Oakland County. These
bonds are part of the §£6,000,000 voter approved autherization. As noted below there was a defeasance of
$5,605,000 of this debt during 2003,

On May 1, 2003, general obligation bonds In the amount of $2,770,000 were sold by Cakland County for the
purpose of retiring $2,605,000 of the water supply debt detailed above. The advance refunding met the
requirements of an in-substance dabt defeasance and the general obllgatiens wers removed from the Clty's
General Long-Term Debt Account Group.

As a result of the advance refunding, the Clty reduced its total debt serviee requirements ky 366,875,
which resulted In an economic gain (difference between the present value of the debt service payments on
the old and new debt) of $313,307. Schedule of principal amd Interest payments are as follows:

Due November 1 bua May 1
Year Pripzipal _lInterest Total Interest

2006 & 245,000 § 30,617 & 295,617 &

2007 250,000 28,351 278,351 2a, 351
2008 235,000 25,601 280, 601 25,601
2009 265,000 23,360 287,330 22,350
2010 275,000 18,808 283, 508 18,508
2011 280,000 14,039 294,039 14,039
2012 285,000 §,139 254,139 9,139
2013 210,000 2,937 218,937 3,937

$2.085.000 § 152,540 2,217,647 § 121,825

The bonds bear interest at a rate of 1.50% to 3.75%.
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CITY OF ORCHARD LAKE VILLAGE, WICHIGAN
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

June 30, 2006

NOTE F = Long-Term Debt (continued)

Enterprise Fund - B able (eontlnusd

On February 14, 1984 the City Council approved the borrowing of up to $500,000 additicnal to complete the
water constructiom project. On April 12, 19894 water supply bonds in the ameunt of $500,000 were sold by
Qakland County. Schedule of principal and Interest payments are as fo!lows:

Dua November 1 Due May 1
Year, ingigyl Interast Tatal Interest
2006 § 40,000 % B,583 § 28,523 §
2007 30,000 7,667 37,667 7,667
2008 30,000 g,798 36,798 &,798
2009 35,000 5,013 40,913 5,913
2010 35,000 4,862 39,862 4, 862
2011 46,000 3,813 43,813 3,813
2012 40,000 2,582 42,502 2 592
2013 45,000 1,473 46 373 1,373

§ 285,000 § 41.541 § 326,541 & 33,018

The bords bear Interest at a rate of 4.45% to 6._35%.

On April B, 1993 water supply bonds in the amount of $2,250,000 ware sold by Oakland GCounty. Thesa bends
are part of tha £6,000,000 voter approved authorlization. As noted below there was a defeasance of
$1,350,000 for debt during 2004.

On January B, 2004, general obligation bonds in the amount of $2,770,000 were sold by Oakland County for
the purpose of retiring $2.640,000 of the sewer and water supply debt detallad above. The advance
refunding met the requirements of an in-substance debt defeasance and the general obligations were
removed from the City's General Long-Term Debt Account Group.

A= a result of the advance refunding, the Clty reduced its total debt servige requlrements by $275,578,
which resultad In an economic gain (difference between the present valus of the debt servigs payments on
the old and new debt) of $246,081. Schedule of principal and interest payments are as fol lows:

Due Neovember 1 Due May 1

Year Principal Intarest Total Interest
2006 § 285,000 5 £9,282 § 314,282 §

2007 310,000 26,361 336, 361 26,361
2008 a415,000 23,1086 338,106 28,106
2009 05,000 15,563 224,563 19,563
=gy 330,000 15,750 a45, 750 15,750
2011 340,000 11,212 951,212 11,212
2012 325,000 5,687 330, 687 5,688

§2.210.000 § 130,961 § 2,340,981 % 101,680
The bonds bear interest at a rate of 2.00% to 3.50%.
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NOTE F -

NOTE G -

CITY OF QRCHARD LAKE VILLAGE, MICH{GAN
NOTES TO FINANCIAL STATEMENTS (CONT INUED)

June 20, 2006

Long=-Term_Debt {eont!nuead)
Sul f Lang-Term Debt Regui n

The amounts necessary to amortlze the debt described above for years subsequent to .June 30, 2006
{execluding compensated absences) are as follows:

Ganeral
Year endlng Long=Term Daht Enterprise Fund

June 30, Prinelpal Interest Prinsipal Intergst
2007 $ 280,000 $ 93,692 % 1,382,303 3 441,832
2008 295,000 81,205 1,462, 660 3§58, 542

2009 338,000 66,547 1,502,877 332,840
2010 385,000 80,471 1,563,088 271,340
2011 430,000 31,618 1,685,000 203,697
2012-2014 460, 000 10.810 9,715,000 2950 468
$.2,165.000 5 534,743 £11,281.028 #1,861,767

fBetirement Plans

pefinad Contributlion Plan:

Effective January 1, 2000, the City established a defined contribution pemgion plan for all new full-
tims po!lce employees, administersd by ICMA. A defined centribution plan prevides pensien benefitz In
return for servieces rendered, provides an individual asecount for each participant and specifies how
cantributions to the individual zccounts are 1o be determined instead of specifying the amount of
benefit the individual iz to recalve. Participants become one-hundrad perceant vested after seven years
of servies. In a defined contribution pian benefits depend solely on amaunts contributed to the plan
plus investment earmlngs. City contributions are caleulated on an employee's base salary at a rate of
12.5%, in accordance with the tarms of negotiated laber contracts. Employees may make additional
voluntary contributions to the plan.

In accordance with these requirements, the Gity eantributed $21,911 during the current year.

Deferred Compensation Plan.

The City offers all City employees a deferred compensation plan created in accordance with the |nternmal
Revenhue GCode, Section 457. The assets of the plans were held in trust, (custodial account or annuity
contract} as described in IRC Section 457(g) Tor the excluslve benefit of the participants (employess)
and thair benaficiarles. The custodian thereof of the exclusive benefit of the particlipants holds the
custodial account for the beneficiaries of the Section 457 plan, and the assets may not be diverted to
any othar use. The Adminlstrators are agents of the employer for pUrposes of providing dlreetlon to the
custodian of the custodial ascount from time to time for the investment of the funds held in the
acecount, transfer of assets to or from the account and all other matters. In accordance with the
provisions of GASE Statement 32, plan balance and activities are not reflected in the Gity's Tinancial
statements.

Lefined Benafit Plan:

The City ig In an agent multiple-emplover defined benefit pension plan with the Municipal Employees'
Retirement System (MERS). The system provides the following provisions: normal retlrement, deferred
retirement, servies retlremant allowance: dlsabllity retirement allowance, nonduty-connected death and
postretirement adjustments to plan members and their beneficiaries. All City full-time employees are
aliglbla te partleipate In tha system. General employees who retire after age 55 with 10 yearz of
credited service are entitled to & retirement bemefit, payable for Ilfe, equal to 2.0% of their S-year
final average compensatiom (FAC). Police employees, appointed officials and building official are also
eligible for these retirement benefits but are equal to 2.5% of thelr FAC, with a maximum benefit of BO%
of FAC. Vested employees may retire after age 60 and receive reduced retirement benefita, The system also
provides dizability benefits to a member who becomes totally and permanently disabled while emplayed by
the City and after acquiring 10 or more years of credited service. The service requlrement 1s waived if
the disakility is from servige ¢onnacted causes. |f a member or vested former member with 10 or more
years of =ervice dies in a non-duty related death before retirement, a monthly survivor allowance may be
payable. The serviece regquirement is waived in a duty related death. The most recent period for which
actuarial data was avallable was far the fTiseal year ended December 31, 2003,
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JANZ & KNIGHT, P.L..C. - GERTIFIED PUBLIC ACCOUNTANTS

NOTE G -

NOUTE H -

CITY OF ORCHARD LAKE VILLAGE, MICHIGAN
NOTES TO FINANCIAL STATEMENTES (CONTINUED)

Juns 20, 2006

Betirement Plans (continued)

Deflned Beneflit Plan (contlnued)

MERS was organized pursuant to Section 12a of Aet #1586, Publle Acts of 1851 (MBA 5.333(a); MCLA
45.12{a)), as amended, State of Michigan. WERS Is regulated undar Act No. 427 of the Public Acts of 1984,
sactions of which have been approved by the State Pension Commission, MERS fssues a publlcly avallable
fimaneial report that includes financial statements and required supplementary information for the
system. That report may be obtalned by wrlting to the MERS at 447 North Camal Street, Lansing, Michlgan
48917 .

The obligation to contribute to and malntaln the system for these employees was establlished by
negatlation wlith tha Clty's competitive bargaining unit or personnel pelley. The City s reguired to
contribute at an actuarially determined rate; the current rate was 12.27% of annual covered payrall Tor
genaral employses, 10.89% for police employees, 14.53% for appolnted officials, and 10.88% for building
official. The clerk and police ara raquirad to contribute 2.5% of their pay.

During the fiscal year ended Jume 30, 2006, the City's annual pengion c¢ost of $85,904 were made in
accordance with centribution requirement determlnad by an actuarial valuation of the plan as of December
41, 2003, Tha empleyer contribution rate has been determined based an the entry age normal cost funding
method. Under the entry age normal cost funding method, the total actuarially determined contribution
reguirement iz comprised of the normal cest plus the level annual percentage of payroll payment required
to amortize the unfunded actuarial accrued |iability over 30 years. The amortization pericd is closed for
genera) and police amployess; open for appointed and building official.

The emplayer normal eost [s, for each employes, the level percentage of payroll eentribution (frem entry
age to retirement) required to accumulate zufficlent assets at the member’'s retirement to pay for his
projected benafit. Significant actuarial assumptions uszed imcluda a lang-term Invesiment yield rate of 8
percent and anpnual salary Inereases of 4.5 percent based on an age-related scale to reflset merit,
longevity, and promoticnal salary ingreasas. The actuarial value of assets was determined using
technlquas that smooth the effescts of short-term volatility over a ften year period, instead of five. The
unfunded actuarial liability is being amortized as a [evel percentage of payrell over 30 years, with a
gradual reduction to 25 years for open divisions.

Three Year Trend |nformation for GASE Statement No. 27:
Fiscal Annual Pension  Percentage of  Net Penslon
Parlod Ended Cost (APC) APC Contributed Obligation
June 30, 2004 § B7,522 100% % =-0-
Jume 30, 2005 B4, 472 100% -0=
June 30, 2006 85,004 100% -0-

Aeauired Supplemeantary Information for GASE Statement No. 27:

Actuarial UAAL as of
Actuarial Actuarial value Accrued Liakility Unfunded AAL Funded Coverad Farcantaga of
Valuation Date of Assets {AAL) (UAAL} Ratio Payroll Covered Payroll
_Degembear_31, (2) {b) {(b-2) (a/b) (e) (b-a)/{e)
2003 & 2,393,975 % 2,975,738 % 581,763 BD.4% $712,503 B1.7%
2004 2,582,783 3,387,895 805,107 76.2% 671,89 119 9%
2005 2,745,692 3,642,374 B06,6082 75.4% 704,441 1287 .3%

Emp | Benafi

The City provides hospitalization insurance goverage for employess (and their spouses) who retire under
the WMichigan Employees Retirement System. To qualify, the employee must retire at or after age 55 and
complete at least ten (10) years of employment with the Gity.

The coverage for retired emplovees who were under the American Federation of State, County and Municipal
Employees union ¢ontract is as follows, Coverage shall be provided untl!| the retired employee attains age
65 or until ha (sha) becomes eligible Tor Medicare under the Federal Social Security Program, whichever
ogcurs first, In addition to this, the City will cantribute $200 per employesa and par spousa each month
toward the supplemental coverage cost for retired employees who have become eligible for Medicare, The
GClty's cost of covarage for a ratlred emplovea =hall be limited to the required premium for such retired
employee and their spouse, 1T any.
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JAMNE & KMIGHT, P.L.C.

CITY OF ORCHARD LAKE VILLAGE, MICHIGAN
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

June 30, 2006

NOTE H - Post Emplovment Benefits (gontinued)

NOTE | -

NOTE J -

NOTE K -

NOTE L -

NOTE M -

The eoverage for retired employees who wera under the Police Officers Laber Council union contract g as
follows. Coverage shall be provided until the retired employes attains age 65 or until he (she) becomes
eligible for Medleara under the Federal Social Seseurity Program, whichever ogeurs first. Coverage shal |
ba provided for the employse's spouse until the spouse attalns apge 65 or until the spouse becomes
eligikle for Medleare under the Federal Social Security Program, whichevar occurs first, but in no ecase
shall coverage be previded for a period longer than threa (3) years from the date the employee is
aligible for Medicars. In addition to this, the Gity will contribute 3200 per gmployes and per spouse
sach month toward the supplemental covarage cost for retired employeses who have become eligible for
Medicara,

The Gity's cost of retiree health care benefits is recognized as an expense in the year the
hospital ization insurance coverage applies to. This tetaled 518,856 for the year ended June 30, 2008 and
covered folr retired employaess.

The Governmental Acgounting Standards Board has recently released Statement Number 45, Accounting and
Reporting by Employers for Postemployment Banafits Other Than Penglong. The new pronouncement provides
guidance for local units of government in recognizing the cost of retiree health care, as well as any
lgthar" postemployment benefits (other than pensions). The new rulas will cause the government-wide
financial statements to recognize the cost of praviding retires health ¢are covarage over the work ing
life of the employee, rather tham at the time the health care premlums are paid. The new proneuncement
ig effestive for the year ending Juns 30, 2010,

The Clty has an agreement with the Tri-Clty Fire Department for flre protecticn. The Tri-City Fire
Department services the Clty of Sylvan Lake, the Gity of Keago Harbor and the City of Orchard Lake
Village. The governing body of the Tri-City Flre Department is made up of twe members from each city.
The fire protection agresment is an annual agreement and can be renswed by the governing bodies of sach
of the eities. Any ¢lty may withdraw from this agreement as of the last day of the term, or at any time
upon not less than six menths notica. Each elty is obligated to pay to the Tri-Clty Fire Department an
amount equal to ona-third of the total approved annual budget of the Tri-City Fire Department. As of Juna
a0, 2006, the Tri-City Fire Department has a fund surplus with assets belng accumulated for future
acquis!tions. As Included in the General Fund statement of expenditures, during the year ended June 30,
2006, $203,963 was pald for fire protection to the Tri-City Fira Department. Financial statements of tha
Tri=-City Fire Department are available for review at the fire hall.

The City has renewed its lease agreement with the Greater West Bleomfield Historical Seciety te lease the
old City Hall facilltles for an annual amount of one dellar, The lsase autematically renews unless
cancelled by either party.

The City has entered inte a contract with Allied Waste Services for refuse plekup and disposal. The
length of the contract is for 36 months, effective July 1, 2003 and runs through June 30, 2006, Monthly
charges will be based on residential units serviced, The menthly charge per residential unit for the

flrst year of the contract is $12.09, 3$12.45 for the second year and $12.83 for the third year of the
contract .

Library Services

The City has a eontract wlth West Bloomfield Township Public Library te provide library services 1o
residents of the City. Property owners of the City ara agsessed .3 mlll for library services and the City
ig required to pay thls amsunt (.3 mill) to West Bloomfield Tewnship Public Library. The contract covers
tha pariod December 1, through November 30th of each year and is renewed automatically unless cancelled
by six months written notice prior to the end of the current year period.

The Trust and Agency Fund cash balanee 1s composed of the following accounts at June 30, 2008:

Building bond § 52,904
Water quality improvement 16,280
Tax collection 15,082
Site plan review BEE
Tota!| cash & 86,120
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NOTE N -

NOTE O -

NOTE P -

NOTE Q -

NOTE R -

CITY OF ORCHARD LAKE VILLAGE, MICHIGAN
NOTES TO FINANCIAL STATEMENTS (CONT INUED)

June 30, 2006

On July 1, 1981, a Motor Paol Fund was established to account for the operation of the City's automative
and highway use equipment. Equipmemt with a cost of $252,181 was contributed to the Motor Posl Fund from
the Genaral Fixed Assets. Rent iz charged to the Ganeral Fund and Major and Local Ruad Funds on a cost
reimbursement basis. For the year ended June 30, 2006, the Motor Poal Fund received rental income of
$62,100 from the General Fund, $21,736 from tha Loeal Read Fund and %15,948 from the Major Read Fund.

The Gity participates In an annual programming grant that Cemcast Cable provides. The grant money is
pald to West Bloomfield/Tri-GCities Cable Joint Venture Fund, which [s under the joint ownership of four
communities - the Cities of Orchard Lake Village, Keego Harbor, Sylvan Lake and the Township of West
Bloomfield. The money in thls fund must be used for the suppert of community cable programming. The fund
is adnministerad by the West Bloomfield Township aceounting department. No part of this money is reflected
in these financial statemants. .

Litigation and Contingent Liabilities

The Gity is defendant in varicus litigatioms. Tha Clty's attorney and menagement are of the opinion that
any potential liability resulting from these cases, either can not be determined or should be wlthin the
insurance coverage of the City, therefors, is mot reflected in the finangial statements.

Ris mer

The Gity iz expesed to various risks of loss related to property loss, torts, errors and omissions,
employee injuries (workers' compensation), as well as medical benefits previded to employsss. The City
has purchased commerclal insurance for health, dental and life claims. The City partlcipates in the
Michigan Municipal Risk Management Authority state pool for claims relating to property loss, torts,
errors and omisslens and participates in the Michlgan Municipal League risk pool for ¢lalms relating to
workers' compengation. Settled claims ralating to the commerc¢ial insurance have not exceeded the amount
of Insurances coverage in any of the past three years.

Tha Michigan Municipal League risk pool program operates as a common risk-sharing management pragram for
local units of government In Michigan; membsr premiums are Used to purchase commercial excess insurance
coverage and to pay member claims in excess of deduetible amounts,

The Michigan Municipal Risk Management Autharlty state pool program operates ag & common rlsk-sharing

managenant program; state pool member premiums are aggregated and used to purchase excess insurance
coverage, some of which iz underwrlitten by the Authority.

Beoserved Fund Balapces
Fund balances have been reserved for the following purposes:

Genaral OLSA

Lund  Fund
Transportation $3,88 §
Nature sanetuary 8,000
Workers compensation insurance 19,118
Waad Harvesting 5 000
§30,937 $5,000

a2,
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Jamz & KMIGHT, P.L.c. - CERTIFIED PUpPLIC AGCCOUNTANTS

GITY QF OACHARD LAKE VILLAGE, MICHIGAN

BUDGETARY COMPARISON SCHEDULE
GENERAL FUND

For tha Year Ended June 30, 2006

variance with
Amended Budget

Original Amended Favorable
Budget Budget Actual {UnTavorable)
Aevenues:
Taxes:
Current levy - genaral . . . . ., ., . . § 1,585,255 % 1,549,850 % 1,551,778 5 1,928
Interesat and penaity on delinguent taxes . 45,000 40,875 40,865 {10)
Gollection taes. . . . 20,000 94,785 04,721 {4)
§ 1,680,255 % 1,685,450 % 1,687,364 3 1,914
Llcenzes and permits:
General |lcensas . 1,700 1,450 1,450
Gable T.V. . . . . 28,000 38,000 38,841 2,841
Lawn fertllizer feesa . 1,500 2,850 2,650
Qther. . . . 75 65 73 B
$ 32,276 5 40,165 % 43,013 5 2,848
Federal sources - grants . 3,000 3,000 2,980 (10}
State zources:
Sales tax. . . 180,000 178,000 177,.0H (909)
Liguor licenses, . 2,000 2,750 2,756 &
GMART. . . . . . . .. 2,582 3,582 3,582
Criminal justice training. 1,700 1,850 1,874 24
§ 7,882 5 186,182 5 185,303 5 (879)
Charges for services:
@rean Vialon program . 19,000 11,500 11,520 20
Wead cuttlng . 500 750 764 14
% 18,500 & 12,250 & 12,204 kS 34
Fines and forfeits:
Fines = 458th district court. . . . 22,000 41,000 41,166 186
Parking vielations . . . . . . « « . . . . . 750 2,650 2,870 220
Other. . . . . . . . .« . v 0. 1,500 1,500 1,654 154
& 24,250 % 45,150 ¥ 45,710 5 560
intarest and rentals:
Interesat on investments. 24,000 65,000 67,407 &, 407
Resm rental. . . 200 250 250
$ 24,200 $ &5,250 5 87,657 § 2,407
Other:
Contrlbutions. P 200 5,850 G,100 250
Relmbursements and refunds . . . 12,000 22,800 22,657 (143)
Mizcellaneous., . . . . . . . . . 2,800 2,200 2,503 303
3 14,000 b 20,850 3 31,261 § 411
Total revenues . . § 2,004,762 % 2,068,207 § B,075,501 § 7,284
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CITY OF ORCHARD LAKE VILLAGE, MICHIGAN

BUDGETARY COMPAR|SON SGHEDULE
GENEAAL FUND (GONT INUED)

Fer the Year Ended Juma 30, 2006

Variance with
Amended Budget

Orlglnal Amended Favorable
Budgat Budget Actual (Unfavarable)
Expenditures:
General government:
Elections:
Feea and per diem. . . . . . . _ . . .. . _ . § 1,000 b 800 H 754 & 45
Supplies . . . . _ . e e e e e e e e 1,500 2,100 1,022 178
Legal notices. . . . . « ¢« & + + «+ « « & & - . 850 700 546 154
L 3,350 § 3,600 5 3,222 5 278
Asszesaing:
Azsezzor and asslstant . . . . . N 41,500 40,000 39,485 505
Supplies . . . . . . . . e e e e 3,000 3,500 3,786 114
Data progesaing and personal property
aggessing. . . . . . . . . . . . . L. L. 5,000 3,600 2,641 |58
& 49,500 kS 47,400 & 45,923 L 1,477
legal fees . _ . . . _ . . . .. e e e 56,400 48,400 43,915 4, 485
Clerk;
Salaries . . . . . - . - . . . o . .. 180,327 158,550 157,685 ges
Postage. . . . « « « « 4 4 s e o e e e . 7,500 &,000 5,887 113
Office supplies and equipment. . . . ., . . , . 7,850 7,800 4,395 1,406
Printing . . . . . .« « . . o oo 5,000 5,000 1,573 3,427
Legal notiges. . . . . - . . . . . . . .. .. 3,500 2,500 2,039 461
Miscellaneous. . . . . . . . . . . . . . ... 4,300 5,000 4,963 a7
$ 178,277 & 184,850 & 178,544 i 5,306
Audit:
Audit fees . . . . . . . 0 0 0 s s e . 6,200 &,200 6,200
Gomsultations. . . . . . .« « . . 0 v e e 1,500 1,500 1,430 70
5 7.700 ] 7,700 & 7,630 § 70
City Hail and grounds:
Telephone. . _ _ . . . . . . . o o000 4,000 3,100 2,413 687
Utilitien. . . . . _ _ . . .. TN 8,800 10,000 8,763 1,837
Cuztodial and elsaning supplles. . . . . . . . 5,600 6,100 5,BE0 240
Hepairs and malntenance. . . . . . . . . . . . 29,500 33,200 32,895 305
Administrative - . . . . 0 L L 0 0 0 10,000 a,750 8,077 673
Furniture and equlpment. . . . . . . . . . . . 552 (552)
% 57,900 5 61,150 ki 58,560 § 2,500
Toetal ganeral gevermment . . . . . . . . . & 353,187 $ 353,100 § 337,794 $ 15,306
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CITY OF ORCHARD LAKE VILLAGE, MIGHIGAN

BUDGETARY COMPARISON SCHEDULE
GENERAL FUND {CONT INUED)

For the Year Ended Juna 30, 2006

Expend]turas {continued):
Publle aafaty:
Police department:
Salariea .
Clerical
Court expenszes .
Pallce supplies.
Uniform allowanse. .
Equlpmant rental
Maintanance and repairz - radlos . .

Weapons training . . . . . .
Office supplies and L.E.{.N.
Dispatch . . . . . o
Criminal justice training.
Mizeel tansous and tuition.

Flra protection {(Tri-City Fire Department):
Flra protectlion agreement (Note |) .

Total publlic safety.

Commun |ty and economic development:
Flanning Commission:
Planmer fees . . . . . . . . . . . . o ..

Clarlcal wages . .
Supplles and notices .

Environmantal consultant .

Total communlty and economic
devalopmant. . . . . . . . . . . . -
Public works:
Fublic workg department:
Salaries and wages . .
Equipment rental
Garage supplles,
Uniform allowance.
Mizcel lanaous,

Engineering fees . .

Varianca with
Amendad Budget

= 35 -

Original Amended Faverable

Budget Budget Actual (Unfavarable)

518,270 517,825 511,340 6,485

23,615 33,750 28,537 213

44 (44)

1,800 1,200 1,102 98
10,000 10,000 10,000
a4,200 24,200 B4, 200

300 200 132 68
4,800 4,450 4,450

9,850 9,850 7,682 2,168

51,500 55,000 54,761 239

4,000 4,000 3,675 225

4,000 3,850 2,568 1,282

§ 671,533 $ 874,325 $ 663,403 10,832

204,000 204, 000 203,963 38

. % 875,535 & 878,025 & 887,455 10,870

10,000 23 000 25,092 2,908

3,000 1,500 1,318 182

500 500 341 150

] 13,500 3 30,000 5 26,752 2,248

1,500 2,000 1,190 810

.8 148,000 ¥ 22,000 § 27,541 4,0B9

BB, 500 89,200 86,053 3,147
27,900 27,800 27,900

3,500 4,000 2,749 251

1,300 1,800 1,463 33

1,300 8,625 2,460 165

$ 122,500 $ 128,225 % 122,625 3,800

4,500 2,500 1,564 937
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CITY OF ORCHARD LAKE VILLAGE, MIGHIGAN

BUDGETARY COMPAR[SON SCHEDULE
GEMERAL FUND (CONTINUED)

For the Year Ended June 30, 2006

Expendituras (continued):
Pubile works {contlinued):
NPDES compliance . .
Green Vision program . . .
Street lighting.
Refuse collection & No HAZ .
Corridor =tudy . . . . . . . . o . 00 ..

Total publie works .

Culture and recreation - sanciuary .

Othar:
Payrol | taxes,
Insurance,

Hespitalizatfon insurance.
Dental insurance . .
Optical ingurance. .
Group insurance. .
Retirement plan. .
Reserve for retiree. . . .
GContingency reserve.

Capital outlay = Clty Hall and greunds .

Total expand]ltures .

Exeess of revenues over (under)
expandlturas .

Other fInancing uses - operating transfers out .

Excess of revenues over (under)
expendl tures and other uses.

Fund balance - July 1, 2005. .

Fund balanse - June 30, 2008 . .

Varignee with

Amended Budget

. § 895,003

- 835 =

Original Anended Faverabla

Budget Budget Actual {Unfaverable)

10,000 6,700 7,619 (919)

24,600 18,000 17,087 a13

2,800 2,780 2,483 267

117,400 117,800 117,403 |97

1,250 1,500 {250)

. 5 281,600 § 275,225 § aro.27e $ 4,946

13,000 21,000 20,802 198

65,000 66,500 B&, 469 ECh|

89,500 71,500 71,813 187

185,000 188, 000 182,784 6,216

13,000 13,000 12,501 489

3,200 2,700 2,476 224

14,000 13,500 13,068 432

100,000 100,000 99,646 54

5,000 5,000 5,000

. 12 12

$ 468,700 3 481,212 $ 448,256 ] 12,956

5,000 11,000 B,547 2,453

. § 2,011,962 $ 2,031,862 $ 1,001,075 $ 50,787

. B (7,200) & 26,435 ] 94,506 i 58,071
54,150 77,900 77,800

. & (e1.,380) % (41,488) 5 16,606 % 58,071
960, 355 580,355 960,335

$ 918,880 $ 576,961 $ 58,071
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CITY OF OACHARD LAKE VILLAGE, MICHIGAN

BUDGETARY COMPARISON SCHEDULE

HAJOR ROAD FUND

For the Year Endad June 30, 2006

Varlance with
Amended Budget

Original Amanded Favorabla
Budget Budget Actual (Unfavarablae)
Revenues:
State sources - Public Act 51. . 8 85,500 $ 83,250 L 83,377 & 127
Intersat on Investmentis. 2,000 1,700 1,700
Total revenuas . A 87,500 5 84,950 5 B5,077 5 127
Expenditures:
Salaries and wages . . . 15,000 15,500 15,000 500
Routine purchases. . . . . . . . 15,000 13,000 11,605 1,395
Purchazed =ervices . 200,000 286,200 227,638 {1.498)
Audit fees . 500 600 600
Equipment rental 12,500 17,000 15,048 1,082
Total expenditurez . . . . . . . . . . . .8 243,000 § 272,300 $§ 270,790 $ 1,510
Excess of revenues over {under)
expenditures . . % (155,500) § (187,350) $ (1856,713) -3 1,637
Other financing =zources:
Transfer from General Fund . 8,500 39,000 39,000
Excess of revenuez and other zources
over (under) expenditures. . . ., . . .o (147,000) % (148,350) & (146,713} & 1,837
Fund balance - July 1, 2005, 148, 586 148, 986 148,006
Fund balance = June 30, 2006 . . . . . . . & 1,586 3 536 % 2,273 & 1,837
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JANZ & KMIGHT, P.L.C.

CITY OF ORCHARD LAKE VILLAGE, MIGH|GAN

BUDGETARY COMFARISON SCHEDULE
LOCAL RQAD FUND

For the Year Ended Juna 30, 2006

Varlance with
Amended Budget

Revenues:
State sources:
Fubliec Act B1.
Matro Autherlty.
Interast on Invastments.
Raimbursements and rafunds .

Totel reavenuss .

Expenditures.
Salarieg and wagea . .
Routine purchasea.
Purchazsed =services . . ..
Audit fees . . . . . . e e e o o oo
Equipment rental . .

Tatal expenditures .

Excess of revenues over (under)
expenditures .

Othar flnancing sources.
Transfer from General Fund .

Excess of revenues and other sources
over (under) expenditures,

Fund balance = July 1, 2005.

Fund balance = June 230, 2006 .

Driginal Amanded Favorable
Budget Budget Actual (Unfavorable)
59,000 58,150 58,174 & 24
1,400 6,450 6,459 9
1,000 6,750 6,985 236
451 451
61,400 71,350 72,068 5 718
20,000 20,000 19, 461 538
17,000 17,000 14,725 2,275
73,000 60,000 55,971 4,089
500 600 €00
18,000 22,000 21,736 265
128, 500 118,600 112,498 £ 7,107
(67,100) (48, 250) (40,425) & 7.825
42,500 38, 800 38, 800
(24,600) (9,350) (1,5258) & 7.826
177,782 177,782 177,782
153,182 168, 432 1764, 257 3 7.825
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CITY OF DRCHARD LAKE VILLAGE, MICHIGAN

COMBINING BALANCE SHEET
NON-MAJOR GOVERNMENTAL FUNDS

June 30, 2006

GCapltal
Project Tatal
Speclal Fund Nen=Majar
Revenue Pallatier Governmental
Funds Faving Fundz
AZ3ETS
Cash and cash equivalents . . . . . . . . . . . . ... .. ....8 122,202 b 3,270 3 125,472
Investmentz . . . . . . . L L L e e e e e 400,738 409,736
Receivables - special assessments . . . . . . . . . . . . . . .. 5,962 5,962
Prepald sxpenses. . . . . . . . . 0 0 0 v e e s e e e e 6,000 5,000
bue frem ether funds. . . _ _ . . . . . . . . L ..o oL, 8245 945
Total assets. . . . . . . « v v 4« « o 4 o . ... .. k8 537,888 % 9, 232 ] 547,117
LTABILITIES AND FUND BALANCE
Liabllities:

Accounta payable. . . . ., . . . . L L. ... 0.0 8 4,701 L3 3 4,701
Deferred revenue. . . . . . « « « « 4 4 4 ... oo 5,862 5,962
Pue to other funds. . . . . . . . « « o . o 000 oL oL 20,885 132 21,027
bue to ether governmentz, . . . . . . . . . . .00 L., 20,790 20,780
Tetal Ilakllltles . . . . . . PR 45,3485 3 6,004 5 52,479

Fund balances:
Rezerved. . . . . . . . . . 0 s v e e e e e e e 5,000 5,000
Unreserved. . . . . . . . « . 00 0 e 486, 501 3,136 489,638
Total fund balances . . . . . . . . . . . . . ., ... _% 491,501 3 3,138 g 404 638
Total liabilities and fund balange. . . . . . . . . . .. % G&7.886 [ o, 250 % 547,117

~30=
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Janz & KMIGHT, P.L.C.

GITY OF ORCHARD LAKE VILLAGE, MICHIGAN

COMB INING BALANCE SHEET
NON-MAJOR GOVERNMENTAL FUNDS
SPEG1AL REVENUE FUNDS

JUNE 30, 2006

ASSETS
Cagh and cash equlvalents.
Inveatments. . . - . . . . e e e e e e s
Prepald expenzes . . . . . . . . . . - - -
Due from other funds .

Total assets . . . . . - - 44 e - -

LIABILITIES AND FUND BALANCES

Liabilltlas:
Accounts payable . . . . . - . o0 o - e

bus te other funds .
Due to other governments . .
Total liabilltles., . . . . . . . . - -

Fund balances:
Aeserved . . . . . . . e e e e e e s

Unressrved . . .
Total fund balances.

Total liabilltles and fund balances.

———

Drug Capital
Buiiding Forfeiture Library Impravament
Fund Fund Fund Fund
, § 65,344 § 4,437 $ 20,850 5 15,135
409,738
845
. %5 65,344 £ 4,437 § 21,804 _§ 424 923
.5 4701 ] & $
14,679 658
20,780
. % 19,379 5 E58 $ 20,750 $
45,954 3,778 1,15 424,023
. % 45,964 $ 3,778 $ 1,015 5§ 424,823
$ 4437 § 21,604 5 424,923

. § 69,3244

40~



Total

Commun |ty Non=majar
Development OLSA Special Revenue
Grant Fund Fund Funds

& $ 16,378 5 122,202

409,738

5,000 5,000

245

5 § 21,378 5 537,886

5 5 % 4,701

5,588 20,896

20,790

& % 5,558 & 45, 385

5,000 5,000

10,820 486,501

$ $ 15,820 $ 491,501

& ¥ 21,378 3 537,886




Janz & KNicHT, P.LC. - CERTIFIED PUBLIC ACCOUNTANTS

CITY OF ORCHARD LAKE VILLAGE, MICHIGAN

NON-MAJOR GOVERNMENTAL FUNDS

Far the Year Ended June 30, 2006

COMB INING STATEMENT OF REVENUES, EXPENDITURES AND CHANGES 1N FUND BALANCES

Capltal
Froject Total
Special Funds Nen=-Major
Revanuea Pelletier Governmental
Funds Paving Funds
Revehuas:
Taxas ., L. A 103,910 3 % 103,910
Ligengaes and permits. 160,061 160,061
Federal sources . t1,100 11,100
Finas and forfeitures . 4,145 4,145
Intarast. 19,687 1,506 21,803
Other . . 30,014 23,151 53,165
Total revenuas. . & 328,928 3 24,657 § 353,583
Expenditures:
Public safety . e e 167,086 167,926
Commun ity and economle development. 1,600 1,600
Public works. 27,017 200 27,317
Health and welfare, a,000 E,000
Gulturs and recreation. 105,410 105,410
Total expandltures. . § 309,954 & 200 § 810,234
Exgess of revenues over expenditures. . § 1B,973 ] 24,357 & 43,330
Fund balanee (defigit) - July 1, 20056 . A72,628 (21,220) 451,308
Fund kalance - June 30, 2006. . & 491,501 5 3,138 3 464,638

L




- CERTIFIED PUBLIC ACCOUNTANTS

JaNz & KMIGHT, P.L.C.

CITY OF ORCHARD LAKE VILLAGE, WIGHIGAN

COMBINING STATEMENT OF REVENVES, EXPENDITURES, AND GHANGES IN FUND BALANCES

NON-MAJOR GOVERNMENTAL FUNDS
SPEGIAL REVENUE FUNDS

For the Year Ended June 30, 2006

——

Drug Capital
Building Forfaiture Library Improvemant
Fund Fund Fund Fund
Aevenues:
TAMBE . « « 0 - - o 4w e e e e 5 $ $ 108,910 -3
Liconses and permits. . . . . . - -« o« 0 - oo 160,061
Eederal SOUFSEE - . . « &« - + + = = = = & &« s
Fines and forfeltures . . . . . e e e n e e e e e s 4,145
INEEFASEL. + + - & o e - ek e e 4w en 2,738 2 151 16,712
Othar . .
Total revenues. . . . -+« . - - s 0 .. - B 162,798 % 4,147 $ 104,061 % 16,712
Expendituras:
Public safety . . . .« « - & & o 0 - 4 s e e e s 162,669
Gommun |ty and econemic development. e
Public works., . . . . . e ag9 a00
Health and welfare. . . . - . . ..
CQulture and reersation. . . . . - - 4« 0 e - s o 103,810
Total expenditures. . . . . . -« ¢ .. . .o § 182,669 % 354 5 108,910 & 200
Exgess of revenuas over {under) expendltures. § 130 % 3,778 ] 151 5 16,412
Fund balapge = July 1, 2005 . . . . . . . - « .« o o . 45,835 1 BG4 408, 511
Fund balance = Juna 30, 2006. . . . . - .« 0 e o o s $ 45,964 5 3,778 5 1,015 5 424 923

=



Total

Commun[ty Non=major

Development OLSA Special Revenue

Grant Fund Fund Funhds
% % & 103,910
160, 061
11,100 11,100
4,145
94 19,687
30,014 30,014
5 11,100 % 30,108 L 328,926
5,258 187,928
1,800 1,600
26,348 27,017
8,000 8,000
1,500 105,410
b 11,100 % 3,606 ¥ 308, 954
% b (1.,498) 5 18,972
17,318 472,528

5 $ 15,820 5 481, 501
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August 16, 2006

The City Council
City of Orchard Lake Village, Michigan

Dear Members of the City Council:

in planning and performing our audit of the general purpeose financial statements
of the City of Orchard Lake Village, Michigan fTor the year ended June 30, 2006, we
considered its internal control structure in order to determine our auditing procedures
for the purpose of expressing our opinion on the general purpose financial statements and
not to previde assurance on the internal control structure. However, we noted certain
matters invelving the Internal control structure and its operation that we consider to be
reportable conditions under siandards established by the American Institute of Certified
Public Accountants. Reportable conditions involve matters comlng to our attention
relating to significani deficiencies in the deslign or operation of the internal contraol
structure that, in our judgment, could adversely affect the Clty of Orchard Lake Village,
Michigan's ability to record, process, summarize, and report financial data consistent
with the assertlons of management in the general purpose financial statements.

Reportable Conditions:

During our audit it came to our attention that in several instances Oakland County
owed the Clty money for water/sewer new connection fees and special assessment
payoffs for an extended period of time, The City needs to implement controls to
better supervise the County in administering these funds to the City. The City
needs to review the quarterly collections submitted by the County and verify that
collections for all parcels that have a balance continue. The Clty should contact
the County when they notice that quarterly collections on a parcel have not been
submitted and inquire if there is a payoff owed to the City.

Public Act 20 of 1943 authorizes local governments to invest in specific lawful
Investment instruments; Public Act 196 of 1997 requlres local governments to adopt
an investment policy. The City had investments in a money market mutual fund that
had investments in unauthorized instruments accordlng to statutory authority. The
City does have an investment policy that complies with statutory requirements, but
the City was not in compliance with their Diversification policy. The policy
states that no more than 50% of the total investiwent portfollo will be invested in
a single security type or with a single financial institution, with the exception
of U.5. Treasury securitles and authorized investment pools. The City had 100% of
its investments in one investment type and at one financial institution.
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Other Comments and Recommendations:

Pue to the implementation of GASB 40 - Deposit and Investment Risk Disclosure, we
recommend that the City's investment policy be updated. GASB 40 addresses issues
such as credit risk, concentration risk, and interest rate risk.

We would fike to thank the Council for the opportunity to serve as auditors for
the City, and to express our appreciation for the courtesy and cooperation extended to
our staff during the course of our audit.

This report ls intended solely for the information and use of the City Council,
management, and others within the administration. However, this report is a matter of
public record, and its distribution is not limited. We would be pleased to discuss the
above items with the Council and to assisi in the implementation of the recommendations.

Very truly yours,

e

Certified Public Accountants




